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Statementas of December 31, 2009 ofhe BlU@ Care Network of MiChigan

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONAS (SChEAUIE D)...oouvvereeerririiirieesiesisesiesese s esessessssssssesssesssesssseens | sevesesssnces 199,629,073 | ...ooovvereriereierrireriinens [ eerirereinens 199,629,073 |......cceee.. 184,785,366
2. Stocks (Schedule D):
2.1 Preferred SIOCKS.........cuuiiiii s | et | ettt | s (U O
2.2 COMMON SIOCKS. ......cvereermicrernrsrereseesneneseessenseessses st essssssnsesssssenines | sevessessesssesnns 9,801,238 | ..o e, 9,801,238 |....ovvvvvrrenne. 3,474,818
3. Mortgage loans on real estate (Schedule B):
Bl FIISEIENS ..o | sttt | Sheetbe bbb sbeenes | Heere e (U RN
3.2 Other than fIFSEHENS. .......cc.ruueieeiereecieiceneire ettt ss ettt entsstsees | fretseesesssssssssessessessssssness | sbestessessassessseessessessanss | eesessessessnsssessssessasens L0
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less $..
ENCUMDTANCES). ... vvvvcertseseseeeiet ittt | sebsesiessesb b sesentenissbenies | etbsesessessnsienssesentestanens | sebseeessessnssnesneenienins (O OO
4.2 Properties held for the production of income (less §.......... 0
ENCUMDTANCES). ... vvveeesetsiseseeeeeese sttt bttt | sebsessess st bseenbesbsebenins | fatbesnessnsssseebssesentestnens | sebseeessessnssnesseensenias [0 RO
4.3  Properties held for sale (less §.......... 0 ENCUMDBIANCES)......couvrveiriieieierinsineins | rerieiineineieisnississieriesns | coreiesseesssisesseesssssssinens | reeessessssssssssesessessssens (O
5.
6.
7.
8.
9. Aggregate write-ins for iNVEStEd @SSELS.........cuuruieiiriiirceeerees | {0 {0 (O 0
10.  Subtotals, cash and invested assets (LINES 110 9)........ouvureririinerinineineneisrineineienns | e 830,745,698 | ....covvvririrriiinines (V[ O 830,745,698 |............. 799,158,645
11. Title plants less $.......... 0 charged off (for Title INSUIErS ONIY)........ccvcuevrererriereeiirerees et | et ssiens | reenesseesesssssee s (O
12.  Investment income due and 8CCTUEM........c.cccuuciuiiiiiciineiieiieeeesesesesiesienns | s 9,026,910 | ..o [ e 9,026,910 |...ccoovrrinene 9,919,840
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in course of collection............cccce. | ceveereeneenes 16,449,022 |....ooovveveicinns 382,723 | .o 16,066,299 |.......cocene.. 12,642,689
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled PremiUMS).......c.cocveves | e | e | s 0 [
13.3  Accrued retroSpective PrEMIUMS.........ceurieieiririrereisisssesessssesseesssessesssssssesesss | sressssssseessssssesesns 2,656 | v [ s 2,656 | .o
14.  Reinsurance:
14.1 Amounts recoverable from FBINSUIEIS. ..o | cereiniinsnenssnssnssnees | seesssesssessnsssse s | resenssenssenssenssenssenssnees (U
14.2  Funds held by or deposited with reinSured COMPANIES...........cvcuueerriireurrerininins | cereirereeineieiessssiseens | ceesereeesiess e seessssssses | sonsssesessessssesesessessees (0 RN
14.3  Other amounts receivable under reinSUraNCe CONTACES..........c..ocueieiirineiiieies | rrriiriininnininiinies | e | e nseensenees (U O
15. Amounts receivable relating to uninsured plans 302,942
16.1 Current federal and foreign income tax recoverable and interest thereon...........cccoceees [ coveeneencineiennns 337,909
16.2 NEt AEEITEA TX @SSEL... .. cvieurireireeieireieie ittt ettt st ss st esessbsees | £ressessesesssessestestssssssesss | sbsessessessestassssestessassnes | feeesessessessassnesessessasens L0
17. Guaranty funds receivable Or ON AEPOSIL..........c.ccuuueiuueiirerieriiiririerieririeriseseserin | rerieriesiessnesssesssesisesens | crsetsissssessessssesseesssesssenss | nerinesensssnssssssesesenssens L0
18. Electronic data processing equipment and SOftWare............ocreerereeneeneenerneereinesneeneens | coreeeeeeeneens 11,556,544 |...covvveene 10,788,205 |.....ccovvveveiinnee 768,339 | .o 2,064,223
19.  Fumniture and equipment, including health care delivery assets (§.......... (1) FOUTORTURIUTOY DRSO 1,216,561 | .coovcvercrirnene 1,216,561 | ovorverrecrerrerreris (U PO 597,528
20. Net adjustment in assets and liabilities due to foreign eXChange TALES..........cocuererines | wrvreriririerieiieissiees v seerienins | sereeseesieseeseeseeseens O
21. Receivables from parent, subsidiaries and affiliates...........co.currrrnrnrnrirrrninrnnreiinnns [eoveireeneennns 14,088,156 | ...cvevvvrererriereieivieieiines | coveverennienns 14,088,156 |...ccccovvereee 7,112,366
22. Health care ($.....13,624,526) and other amounts receivable.............co..coevvevererreireions | veviveriienis 13,705,621 | .oooevvierierne, 81,095 | ..o 13,624,526 |.....cceoneeee. 9,482,328
23.  Aggregate write-ins for other than iNVested aSSEtS..........covvvrrieininresissneneiienes | covriersnennens 1,342,426 |....cccvevenn 1,342,426 | ..o (O - 0
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 1010 23).......ccucvvmreriremerirerineniseessessiesssssssssssssessssssssesssnnens | sosessssesens 898,774,445 |.............. 13,811,010 |..ovvvvenneee 884,963,435 |.....ccoouu. 841,062,623
25.  From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNES............ | coeueeerreurrereinerneinniieens | coreireieesesnseseesessesssesnees | eseesessesesssssssesessessesens L0
26.  TOTALS (LINES 24 NG 25)........oorrvrrererieeineriseessesssseesssessssesssssssssssssssssssssssssssens | sosesssssesans 898,774,445 |.............. 13,811,010 |.ovvvrennee 884,963,435 |.....ccooun. 841,062,623
DETAILS OF WRITE-INS
0907, ettt | st nest s | Hereene sttt | ene et O R
0902, ..ottt | eest ettt | Hhreene et | et O R
0903, .ottt R | sttt | Shieent bttt | st O SRR
0998. Summary of remaining write-ins for Line 9 from overflow page............c.cocveuninineines v (0 (0 (O R 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE).......c.erueererrererrrirresrireesenineisees | corereesnensessessesecsanennes (O {0 (O 0
23071, Prepait EXPENSES.......cvueeeerereireeseieiseesesseeeseesesseesssssssssesessessss e ssessessesssseessessessssssnssns | eesessessessnnes 1,201,662 |...cooevvenee 1,201,662 | ..oveeveereeeeeeeecinas (O
2302. Other ACCOUNES RECEIVADIE............cevveeereeeieeee et e eenee st sessassssnas | creeesenasessenenanes 140,764 | ..o 140,764 | ..o (O
2803, oo R SRt | ShEsee Rttt st ntenens | eeessenest st st nent s | seessness ettt enens (T
2398. Summary of remaining write-ins for Line 23 from overflow page...........c.cveneneineiines [ cererinneinninninineinens (01 RO (01 (O T 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @bOVE).........cccoverrerrerrerrerneerenrerninees | onennennerenns 1,342,426 | v 1,342,426 | oo 0




Statementas of December 31, 2009 ofhe BlU@ Care Network of MiChigan

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $.....8,514,823 reinsurance ceded)...............couwvrrrveerrieriieniens | oveevrsnionns 249,121,222 | oo 8,743,579 | .o 257,864,801 | .covrereenee 285,572,911
2. Accrued medical incentive pool and bonuS @amMOUNIS............ccrureereerreeersieneereireinees | cereereeseeeneens 44,351,108 | oo | e 44,351,108 | .....cceovee. 45,355,558
3. Unpaid claims adjustment EXPENSES..........cvwureurrrrmireineeieireeeeeseeseseeseessseesesseseenes | reeseseeesseenens 6,914,026 | ..o | e 6,914,026 | ......cccooennve. 6,279,210
4. Aggregate health POlICY FESEIVES........cvururiirireireieiereeeeereieese e sesesseesennes | eesesssseeeennens 2,404,844 | ..o | e 2404844 |..........c........ 3,481,492
5. Aggregate life POlICY TESEIVES.........ccuiuirieririierieeirerieriesiesiesie s senssesssessens | resssesssesssesssessessessestses | seessesssssssessssssssssssssssssness | shsessssssssssssssssssssssssssens O
6.  Property/casualty Uneamned PremiUm FESEIVE. .........c.weeeeriereeseereesneisseesneesnsens | seesreesnseseessesssessssssessnees | srssssesssessiesssesssessessesses | ressessessessessessnessens O
7. Aggregate health Claim MESEIVES........ccvivriieiere et ssseessssesesnes | ersessessssessesssssssessssssseses | sossesssesssesesnsssssesssssssesses | cnssessessessssessessssssessesssd | coevessersesssssssesssnssesesnnes
8. Premiums received in adVaNCe...........ccoviuiiniiniiniiisiisiissssssssssssssssssisssssnes | s 34,047,140 | .ooooviiees | e 34,047,140 | .o 28,353,493
9. General expenses dUE OF ACCIUE.........cevivririreiseiiieiseiseiesieissiessessesssssssesssssnsessesnns | srnssssessessnees 19,276,238 | ..ovvvvieveriereseieeeineis | cereeresenienns 19,276,238 | ...ccovvrrnee 35,037,296
10.1 Current federal and foreign income tax payable and interest thereon
(including $..........0 on realized capital gains (I0SSES))......c.crvrrrerrrirrrrnrecrneiinnies | ervmseessnsesnsssssssnsssnsssss | srmssssssssssnssssssssnssssnnssnns | connssmsssssnssssssssnnsssensnsQ | ronvesssssnssssensssnssssnnsssnns
10.2 Net deferred tax HADIIILY. ..o | ceeesssinee st sesessenes | eesesinsbssenessessssi s essessns | sbetenesessess st ssensesens (0 N
11.  Ceded reinsurance premiums PayabIe...........ccuurieeeerreerneinereeseinsissesesensessseseeenss | reeseesesenseneens 3,086,350 | ..ooveveriererieieieiesneiees | e 3,086,350 | ..coovverrerreriins 880,881
12. Amounts withheld or retained for the account of Others............ccoocoveveniinciniieins v T13,675 | oo | e T13,675 | oo 912,136
13.  Remittances and items NOt AllOCALEd.............ccurrvrerrrricriinereeirerersseneneees |24 | s | e 24 | 348
14.
15. Amounts due to parent, subsidiaries and affiliates...............couwermerrmecernernneerinneineens | eoreeernernneen 98,599,275 | oo | e 98,599,275 | i 18,830,716
16, PaY@bIe fOr SECUMHES. ... vureueeeeeieierii ittt sttt s esssssssestes | feeeseesessessssssessessastassnnsans | sesessessasssesessessessssssnssesss | sestesssssessessassnnssessessens (01 I 9,658,328
17.  Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §$.......... 0 UNAULNONZEA FEINSUIETS)........eoceererrerreeecereirrirees | corereeeneisesnesssinsessesssessns | seseessesssssessessesssssssssessanes | sesssssssssessessssssssssessans (0
18.  Reinsurance in unauthorized COMPANIES............ccveieiurieeririireeeesneieeesissieseens | rreeesesissisesesiessssssesneses | crsessessssssesesssssssesessssseses | cosseserensessessnssnesessessns O
19.  Net adjustments in assets and liabilities due to foreign exchange rates..........ccccvvuies [ corvrerrinrnesinisnnsieiies | e | ossessissessesssssssessessens O
20. Liability for amounts held under uninSured Plans..............cceeeeeeinrineenneineinees | reeneeneeneesesessesneenees | e | oresnesnssnesesesesen0 | v 276,308
21, Aggregate write-ins for other liabilities (including $.....311,599 CUMTENt)........ovrovvvrere | crrrnrrersrrirnns 1,094,451 | .o [V 1,094,451 | .o 69,684,123
22. Total liabilities (LINES 110 21).....ccueverrrrierereeriereierieresesesisneseseseseesssessssesssessssenes | cossneessseness 459,608,623 | .......cccveveene. 8,743,579 | ..o 468,352,202 | ............... 504,322,800
23. Aggregate write-ins for special SUrpIUS fUNDS...........cocuevenirerrininiieeseereisii | v §.9,9, TR S ). 9,9, GO IR L0 OO 0
24, CommON CaAPItAl STOCK..........cueivireiiieiieiisee et essenaes | seneessesaees ) 9.0, G
25, Preferred capital SIOCK.........ccoviieiiirieiesiee e | ereessenees ) 3.0, G
26.  Gross paid in and contributed SUIPIUS.........coveveiriiereeiereeieseeessseseessressesssienss | eneessesees )90, GO I )90, GO IR 15,643,045 | ...ccovvrrnee 15,643,045
27, SUMPIUS NOES.....euererieeeeiseiseeseeei ettt bbbt nienns | asisessessas §.9.9 RN N XXX trioneineinnen | rreeineiesiseneieesssinsies | ceeeeessesssee s ssieeeens
28. Aggregate write-ins for other than special SUrplus funds............ccccoereneneivnincnenns | crvereininns §.9.9, CHRNINTY 99,9, GO OO L0 0
29.  Unassigned funds (SUIPIUS)..........ccurererrureeeneeeiseesneenseeeneeesssesssssseeesssssssssssessessssnns | cesesseseesns P99, G N )99, RN I 400,958,188 | .......cccceue. 321,086,778
30. Less treasury stock at cost:
30.1 .....0.000 shares common (value included in Line 24 §.......... (1) TSRO VRO XXXevirerirerines | vevereenines XXX triireineinnen | e sssssssnsees | seeeessssssss st ssesseseeseeens
30.2 .....0.000 shares preferred (value included in Line 25 §.......... 0)eerrerremremrinees | crveeriienees 2,3, SN [ XXX orvirvinrirnes | ot | e
31. Total capital and surplus (Lines 23 to 29 minus Lin€ 30)..........courrvemeemremremieneienes | vereverenenes 99,9, TR ), 9,9, SRR N 416,611,233 | ..o 336,739,823
32. Total liabilities, capital and surplus (LIn€S 22 @and 31).......cccoeueurrenrnrernernirnnseereeinnens | covereeeenns 9,9,%, ORI ISR D,9,9, OO ST 884,963,435 | ............... 841,062,623
DETAILS OF WRITE-INS
2101. Accrued Post Retirement BENES..............oviiiriririiiiriirririsnnisriniiniins [ st | oresnsssnsinsssssenssensssnsines | crisssisssisssssss s (U O 51,816,217
2102, ACCIUB PENSION........oucvvicectiecteeet ettt ettt seae e st s st ssseassssastesensnans | stesessesesesssssessssesessnsstanes | tesesssesessssesesessesesessnsssans | eressesesesssesessssssasssesans (| 14,862,910
2103. Employee Health Insurance accrued payable.............coeereeneeneeneireenenneneeneennneenes | veevsreneeneinennen 101,048 | i | e 161,046 | ..o 2,230,781
2198. Summary of remaining write-ins for Line 21 from overflow page 933,405 | .o 774,215
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 @DOVE)........cvreerrerareeserersnrrrsneees | cornereneneennens 1,094,451 | oo [V I 1,094,451 | .oovvveenne. 69,684,123
2307, Rttt ennns | senesnesenes ). 9, GO I XXXt | cerereeneinsineeinseseseseessseens | eereeseseeseseseeseeneeesseseenees
2302, ettt ennns | senesnerenes ). 9, GRS IR XXX trettireienns | corereeneineineeisisssessessienns | ceeenesensesseeeseeseeessesenens
2303, ottt nnennenne | ceeerenreenn ) 9.0, GO I XXX oeirireinereen | eereeeisineseseessisseessinssees | seeveresseessssssesssessessessenes
2398. Summary of remaining write-ins for Line 23 from overflow page...........ccocoveeneenee | vevvvvvnneens XXX e [ eenerereeed XX K | e e 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @bOVE)...........ccccererrrrereernrrrerrerinnes | cerveeernes )9, S [ )8 T (O 0
2807, oo st | eenereneiea ) 9,9, SIS (U XXX rvvieverrenen o | oeresssessesessseessssssesssnes
2802, oo st | eeneseneiea ) 9,9, SRS U XXX voererievins | rererinesesseniesssessiesssses | reesssesssessssssssessssesssees
2803, oo | eenereneiee ) 9,9, SRS (U XXX vorerievins | rererinesisseniesssessiesssnes | ressssesssessssssssesssssesssaees
2898. Summary of remaining write-ins for Line 28 from overflow page...........ccocovvvenevees | coveereenes ). 0.9, SRR
2899. Totals (Lines 2801 thru 2803 plus 2898) (Line 28 @bOVE)........ccovvererueririerrmmneresnnrens | ceressiinnns D0, SN [T XXX rorerreenerirs | crnrreesriesiessnisssesenens 0 [ 0




Statementas of December 31, 2009 ofhe BlU@ Care Network of MiChigan

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MEMDEI MONENS......ocviiceetcecec ettt ettt ettt s sae s sasssnsstesnes | sevestesesereees D00 GO U 6,367,506 |......ccvverrrrernne. 6,700,008
2. Net premium income (including $.......... 0 non-health premium iNCOME)..........ccrrververrerrureereinns | cereeereereinns D,9,9, T IS 2,208,250,621 | ...cccvvevnee. 2,138,055,960
3. Change in unearned premium reserves and reserve for rate CreditS.........o..ovevereerrernenennreis | cevenseveernenns D%, 0 GO ISR 1,076,648 | ....coovveeen 2,235,696
4. Fee-for-service (net of $.....7,670,711 medical EXPENSES).......crverrerrrermeeerrerrmeeeseresssessneees | ceesvesseeenns )9, GO ST (4,864,319) | cooovverrirrirrine (3,374,019)
B, RISK TEVENUE.......cevoevreeereiseeseecsseesssses sttt sttt sesssssssnes | snessssssssseen D90 SO [P 4,317,345 | oo, 4,405,890
6.  Aggregate write-ins for other health care related reVeNUES..........c.coceveererirernecnecreeneinei | e ) 9,9, GOSNV ISR 91,901 | o 127,857
7. Aggregate write-ins for other NON-health rEVENUES...........ccvueveiveieeeieieeese e esenes | evveseseseeans XXX oovvivvinivinnes | v [0 0
8. Total revenUES (LINES 210 7)....uuvuurerrerrirrieiieeiessessessesssssssssss bbbt sssss s nsensens | oenssessacssnes XXX vevireinererens | crerevineineeenes 2,208,872,196 | ..cvvverernrenns 2,141,451,384
Hospital and Medical:
9. Hospital/medical DENEILS............c..rvirrieeriiieriiriereeri e sesiesessesesesssesssenes | seessesessessesesnns 11,915,038 | .oovvrvvvis 1,379,358,348 | ....ccoovevernees 1,295,118,998
10, Other ProfeSSiONal SEMVICES..........cvueiiuiieieiieie ettt sessesnns | ssesssssssessessssassesnsan 440,801 | oo 50,660,307 | .cocovererrirnnns 50,758,271
11, OULSIAE FEFEITAIS........ceeeeiceiicri s | reeesssenssenesienens 77,420,241 | oo 77,420,241 | oo 63,209,644
12. Emergency room and OUE-Of-GrEa............cuuiueeririniiniiiirieiisiseisesess st sssssssissesenss | eessssssssesessesssens 1,829,648 | ....ocvvvne 122,020,926 | .....coocvvrrinne 128,464,888
13, PrESCIPLON AIUGS ... couceueriiiseieieiserieci ettt | fetbebebsee st ns et nnies | sebsbseesiessneens 295,176,913 285,676,680
14.  Aggregate write-ins for other hospital and MEICaL.............coeuriiiniiriiieieeriees | et (1 1,783,410 | oo 2,621,110
15.  Incentive pool, withhold adjustments and DONUS @MOUNLS.............ouiueiriniiniieinneiriees | e snssiseees | sesesessenessessssenees 39,206,553 | ...covviririrniinne 34,751,955
16, SUDLOAl (LINES 90 15).....uvuereirericeiceieriseeie ettt sssssens st | resesssenssnsessenens 91,605,728 | ..ooovvvvrrirnnes 1,965,626,698 | .......ccocvevnees 1,860,601,546
Less:
17, Nt IEINSUIANCE MBCOVEIIES. .......cuveivrieirciseiseieie ettt ssse s ssb st st sssesssssntes | saesssssssssssssssssessssessesessessesins | sessessssessssssasas 24411639 | ..coovvvererre. 12,820,548
18.  Total hospital and medical (LINES 16 MINUS 17)......c..vurererererereeeereeeeeesereeeeseessesseeseesssessssens | eesseenessessessesens 91,605,728 | .....cccconcee. 1,941,215,059 | ....coooevvevneee 1,847,780,998
19, NON-hE&I ClAIMS (NMEL).......veueeeiieici bbb nes | coeesnees et sesinees | erbestsese st st nbsenies | oeebeeebseebseetseet ettt eeneas
20. Claims adjustment expenses, including $.....50,700,453 cost CONtAINMENt EXPENSES............v. | eorrverrrrrcriereisesisessssesssenes | oersssesssessssnenns 78,639,623 | ...cocvveern 76,492,030
21, General adminiStrative EXPENSES. ......c.wurerereirririersisrissressssssessessssssssssssessesssssssssessessessssssssess | sessssssssssssessasssnssessmssasssnssnsss | sessessessessassanes 154,592,002 | ..covvvvererrrnne 164,185,796
22. Increase in reserves for life and accident and health contracts including $
INCrease in rESEIVES fOF life ONIY).........iururiuieeeireiieiicisei ettt ettt sbes | fetsestssbseesentenbssbsensensenbsntsntns | anbesssssssssessessastssssessensasssessnss | cresbostsesessessassssssnssessassssseses
23. Total underwriting deductions (Lines 18 through 22)...........c.cceurinirrinennennineneneeeesnnines | cvrenniseessneeseneens 91,605,728 | .....cceveee. 2174446684 | ... 2,088,458,824
24.  Net underwriting gain or (10ss) (LiNES 8 MINUS 23)........c.ccueviirieiniinerneineirerinesiresinessnesinenes | stesseesssesses D, SN [P 34,425,512 | oo 52,992,560
25.  Netinvestment income earned (Exhibit of Net Investment INCOME, LiNE 17)........ccorvrirrrrrees | o | eeeseeneieesssnsenns 31,867,649 | ..oovevveree 32,599,963
26. Net realized capital gains or (losses) less capital gains tax of $.......... 0ttt | et | e 5,038,362 | ..ovrvrerrriiriiininiens 182,153
27.  Net investment gains or (I0SSeS) (LINES 25 PIUS 26)...........ccuurvrrurererrirerirerieniereesiesienseniens | arsessesssesssesssesssesssesssesssens [ I 36,906,011 | oo 32,782,116
28. Net gain or (loss) from agents' or premium balances charged off [(amount recovered
$.....33,606) (@amount charged Off §.....873,321)].....c.crrerrrerrererirneesneesseesseessssssssssssessnees | reessssessssssssesssssnsssssssssnsssnses | sosmeessssssssssssssnnes (R 1) (111,376)
29. Aggregate write-ins for Other iNCOME OF EXPENSES........c.rvrrirererririnrinsieie s sessssssssssessssessssses | cressssssssssssssessssssssessessnes [ [ (8,096,925) | ...oovvvvrrerrerierirrinns 118,350
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(Lines 24 plus 27 plus 28 PIUS 29).........cceverevirirrirrirerireriresneiseessessessseessesssessnesssesssessnessneses | seesssessseseses D 0,9, SO ISR 62,594,883 | ...coovrirrirris 85,781,650
31.  Federal and foreign inCOME taxes iNCUITEM...........ccuruuurerrimerinericrierienienieriereeseeneeneeneens | seesseesssesses XXX revirerirerinenins | corveneeneeseesnennees (174,426) | ..ovoveverne 191,383
32.  Netincome (10ss) (LINES 30 MINUS 31)......ccuivrivrierierieieneineineineiseeseeseessesssesseeseesessens | seesseesseesnees D, 9,9, U IO 62,769,309 | ...cooovrerrirrinns 85,590,267
DETAILS OF WRITE-INS
06071, OtNET FEVEMUE. ......eoeveveceereiieririiesises it ess s enninas | onenienssees XXX v | v TT,786 | oo 98,436
0602. Pharmacy over the COUNET FEVENUE...........cc.cuuurireieeseeesiseese s ssessseseessssssb st ssessessees | sesssssnsssnenas D 9.9, GO OO 14,115 | o 29,421
0603.
0698. Summary of remaining write-ins for Line 6 from overflow page..........cccooueininriniiniiniiceins | v XXX | v (U RN 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LiNE 6 8DOVE).......crvwrermrereeirrssasreseressensssssessenesseens | coeesessesanes XXX voeerenerennnns | e 91,901 | s 127,857
0707, ettt | rneneenernes XXX voevtrerireens | rreesseeeeessssessesssessssssisnes | oeesesseesssesssesess s eseseeees
0702, .ottt | rneneeneres XXX vievtrerineens | rneesneeesnsesssesessesssesssnssienes | oeesesseesssesssssess s esssesesssees
0703, ettt | rneneeneres XXX vtevererineens | rneesnersseesssssessesssssssssssees | oeesesseesssesssssess s esssessssnees
0798. Summary of remaining write-ins for Line 7 from overflow page..........cceuereervnreneeerineinnens | crevererinenines XXX evirerirerinerins | v (O 0
0799. Totals (Lines 0701 thru 0703 plus 0798) (LiNe 7 @DOVE)........ccvrurirurirrirrnirssissrissiissrisnisenesens | neresenenerenes XXX e | e (O P 0
1401, Other MEdICAl EXPENSE. ........curereriierireieiriscisesees sttt ssssssesses st esssssessessessns | sessssessessssssssesssssssssessnssessanss | soessessasssssessassnes 17754 | o 1,722,969
1402. Occupancy, Depreciation @and AMOTHZAHON. ............cuuuruiuiueiiriesiesiesiesisssessessessiessiessees | seeesseseese s sssessesses | resenesssessnessessnessed 665,656 | ..o 898,141
403, ettt | ShEseeE ettt s et rnnt e | Srnesteees st ettt enes | eeetseness ettt
1498. Summary of remaining write-ins for Line 14 from OVErflow Page...........cceeernrrrininrnsiieiieins | coreeessnsisessesesssssssssessessnes O O 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LiNe 14 8DOVE)........ccuuivrrmmesresnsmssserssssersssssssnssns | cossmersssssssesssssssssssssessssees (O R 1,783,410 | oo, 2,621,110
2901. One time adjustment for employee integration With PArENL...........c.ocueverrrireninrssssieissnnis | creveresssnssssssssesssssssssesesens | sessesssssessessassnnes (8,096,925) | ...ovverererrrrrerisnieieneseneeens
2902, REGUIALOTY FE......vuieeiiriricie sttt sttt st essantnssnss | snsssssessessesssnssessessanssnssnssnssens | stessssssessessasssnssessessenssnssnssesss | sosessessenssssessessanssnsns (2,650)
2903, OthEr TEVENUE. ..ot | fiestsesb st s bbbt enes | cbensbnsb bbb bbb nes | sebssisesssesi s ines 121,000
2998. Summary of remaining write-ins for Line 29 from overflow page............ccccouiiiiniiniiniinins | oo 0 | oo (O 0
2999. Totals (Lines 2901 thru 2903 plus 2998) (LiN 29 @DOVE).......vuurrerereeeriseriessriisrirssesesssnesrees | eomerssesssssensssssssssssssesssceees (O (8,096,925) | ..ovoevivnrrieriiiinns 118,350
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STATEMENT OF REVENUE AND EXPENSES (Continued)
1

44,

45.

46.

47.

48.

49.

Capital changes:

A4 P Nt R
44.2 Transferred from SUrpIUS (StOCK DIVIAEBNA)..........cuuriuierierireieiereireteee ettt e sttt
44.3 TranSFEITEA 10 SUMPIUS. .....uvuveeiiieiieicis ettt ettt nn
Surplus adjustments:

B850 PI Ittt
45.2 Transferred to capital (StOCK DIVIENG)..........cuurvrierriiiiiiirieieieiits bbb
45.3 Transferred from CaPItal...........cccveuiuiieieirieie et nn
Dividends to stockholders
Aggregate write-ins for gains Or (I0SSES) IN SUMPIUS........c..vuiuierureiriereiieisseieei ittt
Net change in capital and SUrPIUS (LINES 34 10 47)........c.ovuuiriiirriieiineiiiiseie sttt

Capital and surplus end of reporting period (LiN 33 PIUS 48)............cccrerierieriiriiiiiiisesesssses s

2

CAPITAL AND SURPLUS ACCOUNT Current Year Prior Year
33. Capital and Surplus prior repOItiNG PEIIOM. .........c.ueuurerrureiereririseiireeei sttt eninens | fnsbeesensessnniens 336,739,823 | .o 244,109,720
34. Netincome Or (I0SS) fTOM LINE 32......c.uieieieiirieiieeereie ettt sttt bs st ss st st snssessesss | essssssssessessnenns 62,769,309 | ..ovvveverernnn. 85,590,267
35.  Change in valuation basis of aggregate poliCy and ClaiM MESEIVES...........cuuiuieririiiiierieisssieie sttt sesenss | essesisesssesess st sess s snees | aebesbssinessessesbssb s en st naees
36. Change in net unrealized capital gains and (losses) less capital gains tax of §......... 0neoveeere et senrenes | everessse e 9,706,151 | weoververeererene 2,393,819
37.  Change in net unrealized foreign exchange Capital GaIN OF (I0SS)..........euiururirriniieieiiriiseieeeessesee et sssssssesans | essesesesseesessssbssesessessssbsessesans | sesestssssessessesssssseessessasssesanes
38.  Change in NEt AEfErre INCOME T8X.........evuruiereieiiesiseie ettt s st s s st st s st enss | essesssssessessessensnssessessanssnsans | sesessensnssessessssssessessensensnssees
39.  Change iN NONAAMIEA BSSELS........uruuruurireueeieireeie ittt ettt bbbt b bbbt entents | fressesssssessessenenes 7,395,950 | .ooovevereeieia 4,646,017
40.  Change in UNQULNOTZEA FEINSUIANGCE...........cuuvuririeuiereisesieiesseese sttt bbbt nt et | ehbenbnte b s st nb s nens | fhesbessse s es bbb
41, ChanGe iN TTEASUIY STOCK........coururierririirerieeiesee ittt bbbttt | chbesines b st s s nenies | eebsesssenb et bbbttt
42, Change iN SUMPIUS NMOES........cuuiurieeririiiteiseriees sttt bbb bbbttt | ehbsbneb b s s bbbt bens | fhesbebaee s es bbb
43. Cumulative effect of changes in accounting principles

....................................... (O IO |
....................... 79,871,410 | .......................92,630,103
..................... 416,611,233 | ....................336,739,823

4798. Summary of remaining write-ins for Line 47 from oVerflow Page...........cvueviiiniieininircicsesiee e

4799. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 @DOVE).........ruuruurueriiniiesiiistisssisseessses s sns s snssns s enssnssessessssnnes
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CASH FLOW

Currer11t Year Prior2 Year
CASH FROM OPERATIONS
1. Premiums collected et Of FEINSUTANCE. ..ottt nies | sbesseseesiae 2,212,840,785 | ................ 2,124,239,714
2. Netinvestment income 32,489,465 | ..o 30,965,768
3. MISCEIIANEOUS INCOME........cuvuiriaiirirerieiseieiseese ittt | fntbeiens s nennena (455,073) | .. 1,159,728
4. TOtal (LINES T HMOUGN 3)....oouverrierriiieisiieris sttt | senisnesienenas 2,244 875177 | oo 2,156,365,210
5. Benefit and [0SS related PAYMENLS. ..ottt ettt | eesesbssbseenes 1,969,927,619 | .covvvverernnee 1,871,052,650
6.  Net transfers to Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS...........cccuiureieniineieiineineineiieiseens [ reteeesiessseisesesssssssissesessenes | cueesssssssssesessessessssssssessaseas
7. Commissions, expenses paid and aggregate write-ins for dedUCHONS..........cc.vvueiriniiniirireeisese e | sebseesesieesssiees 326,178,425 | .....ccovvvrinen. 246,754,981
8. Dividends Paid 0 PONICYNOIAETS. ........ucuuiuurireiieeieiieeeseie ettt bbbttt sees | febasesenbesb e b es s s st st nsents | Shseesesbasb st ebsesbee bbb st
9. Federal and foreign income taxes paid (recovered) net of §.......... 0 tax on capital gains (I0SSES).......eurerrereereerrernrereireeeeens | cerreireiieeecinniseeeees 163,483 | oo 191,383
10 Total (LINES 5 thTOUGN 9)....ccvvuierreeeriinerisecise it sest sttt sensnns | nesissssssenen 2,296,269,527 | ...covvvvvernne 2,117,999,014
11. Net cash from operations (Line 4 MinuS LN 10)..........cccuuiuimimiiiiisisiesissiesiessesiesie sttt ssessessenins. | reseesiesiesinens (51,394,350) | ..o 38,366,196
CASH FROM INVESTMENTS
12. Proceeds from investments sold, matured or repaid:
7280 T = 104 OO STPSTRTTRSTRPRSRRTN (TTTRPTRS 168,491,754 | ..oovoeeeenn 64,981,799
12,2 SHOCKS ... veuererriseeeeeseesssesesse et ss st s et s 8RR n et en st s st entns | entassesestentansesrees 361,043 | .o 1,217,466
12.3° MOMGAGE I08NS.........couveiiiiriieiseiecire ettt bbbt nes | Hhste R s s b sttt ens | reseni st e
12,4 REAIESIALE. ... | reb bbb | ereb s
12,5 Other INVESIEA @SSEES. ... | eheb bbb bbbt | ereb e
12.6 Net gains or (losses) on cash, cash equivalents and short-term INVESIMENLS..........cc.cueierrririninrnisissssssseiesienes | cevressssssssessssennes 1,398,876 | ..ovvvverererirrireinns (59,716)
12.7 MiISCEIIANEOUS PrOCEEAS. .......vvveiriiireisiisseieissies et ssse sttt s s bbb s en st en s s b s s s s snsnnsenns | essesssansessesansenns 4,686,079 | ..oooverrrrinnnn. 9,658,328
12.8 Total investment proceeds (LINES 12.1 10 12.7).....c. vttt sssensnnes | esesesssesesinsens 174,937,752 | oo 75,797,877
13.  Cost of investments acquired (long-term only):
13.1 Bonds.. .179,374,042 ..104,658,117
13,2 SHOCKS. ... vvveveseeireeeseestse iR | Hernete et 1,062,324 | ..o 153,441
13.3 MOMEGAGE I08NS........eueeieiecieiseiieee ettt bbb bbb bbbt es | ShebeRseEbee bRt R bbbt ens | eesenb sttt

13.4 Real estate

13.5 Other invested assets

13.6  MiSCElIANEOUS APPHCALIONS. .......cvueveeeerrerririieceseie ettt s bbbt ensns | enbestssesensensentases 9,658,328 | ....coccveverrrerne. 4,686,079
13.7 Total investments acquired (LINES 13.1 10 13.6)....... vt stset et sseess st ese s essessnes | essssssesssssasenns 190,084,694 | .........cc......... 109,497,637
14.  Netincrease (decrease) in contract 10aNS @aNd PrEMIUM NOLES. ..ottt seses | Crertsest ettt seniens | Cetiesi s st
15.  Net cash from investments (Line 12.8 minus Lines 13.7 MINUS LINE 14).........ccovuimiiiiiieiinieieesesiesssesscsinesinesinenes | reeeesiesiesinns (15,146,942) | .....c.oovvvrrrenne. (33,699,760)

CASH FROM FINANCING AND MISCELLANEOUS SOURCES

16.  Cash provided (applied):
16.1  SUIPIUS NOLES, CAPITAI NOLES. ... ouveuveriiriesiiieiei ittt bbbt ens | rebeneb bbbttt et | orebnebneb bbbttt

16.2 Capital and paid in surplus, less treasury stock

16.3 BOrrOWEd fUNGS.........coouverericirerereerieseee s

16.4 Net deposits on deposit-type contracts and other insurance liabilities

16.5 Dividends to stockholders

16.6  Other cash Provided (APPHEA)........c..eurrieiuriirriiriniireierieei sttt | enbssessesensessssens 73,403,762 | ...ccovvvvrerrnn 12,734,331
17. Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6).........c.cccccvurererinnes | corvirnnirennninnene 73,403,762 | covvvvrcrciinne 12,734,331
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus LiN€ 17)......c.cceeurernrenenerieens | vevveeneenereinennns 6,862,470 | ..coovvvrerrrine 17,400,767
19. Cash, cash equivalents and short-term investments:
19,1 BEGINMING OF YBAN. ...ttt bbb bbbt s et snts | etbebsnssentasians 533,382,139 | .o 515,981,372
19.2 End 0f year (LINE 18 PIUS LINE 19.1)......vvvuuererreereiseeeesseeeessseessssesessssesssseesessssesssssesesssssssssssssssssssssssssssssssssssssssssnns | sessmeesssssssssns 540,244,609 | ...ooovvvvrerrenns 533,382,139

Note: Supplemental disclosures of cash flow information for non-cash transactions:
XX Ty (oo — [ |
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A1NALYSIS 9F OPERA;I'ION BY L!NES OF BySINESS 6

7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Health Non-Health
1. Net Premium iNCOME. .......cvuriuiriirierieririisse bbbttt sttt ntenes | soreniai 2,208,250,621 |......... 1,738,640,926 | .............. 44,233,980 | oo | s | e 74,065,494 | ............ 351,310,221 | oo [ e | e
2. Change in unearned premium reserves and reserve for rate credit............coooeververrnniiens | veeveereernnenns 1,076,648 | ...vvvieeececee 2767 [ oo | e nseesnnies | srevesissseses s | srreresesisesenns 701,989 | ..o 371,892
3. Fee-for-service (net of $.....7,670,711 medical expenses)... (4,864,319) | ..
4. RISK FBVENUE. ...ttt bttt | sonenessessanes 4,317,345
5. Aggregate write-ins for other health care related revenues..........c.covcevcencencencrncrncrinenn | w9190 | i (01 OO (O R 0 | s 0 [ e (01 OO 0
6.  Aggregate write-ins for other non-health care related revenues............c.cooeveveeveriniininns | v | 20,3 ST R D0, SN T D 0,3, ST R 0,3 ST T 0,3 ST R P00 S
7. Total revenues (LINES 110 B)........cvverrveecrirrrrieriienrieseiessiessesessesssssessssssssesssessssessssenes | cesesenes 2,208,872,196 |........ 1,742,961,038 | ...ccooveenn. 44,233,980 | ..o 0 [ s () I 74,767,483 | ............ 351,682,113
8. Hospital/medical DENEAItS. ... esnsnas | oeeeines 1,379,358,348 | ......... 1,083,233,375 ....13,696,291 v 1,798,920 .. ..230,629,762
9. Other ProfesSSIoNal SEIVICES...........cvurreeurrirririerisreriesessers s sssesssesssssessssens | sesesseessnns 50,660,307 |....cccnnr 38,003,153 | ...coovvvvernen TATI,B15 | oo | veeriensieesiessesssiennins | eereeeeseenns 1,817,265 | ..o 9,360,274
10, OULSIAE TEIEITAIS........ouveeerireiiierice et | soreseseeens 77,420,241 | ..o 61,231,475 | .o 918,632 | oooeeeerireerireriieenienes [ e | eenieneies 2,928,016 | ..covvvernee 12,342,118
11, Emergency room and OU-Of-arEa..........c.uuurerermerineiniueeeriesineineseeessssesesesessssssssessesssnsnses | sevsessesens 122,020,926 | ............ 106,117,143 | .o 628,078 | ..o [ v | e 4317217 | oo 10,958,488
12, PreSCripion GrUGS........cveeurrerriimiriisicririiiesssseseseses s ssesessesssssesssessssessssessens | soeessseees 295,176,913 |............ 217,814,752 | oo 18,101,387 | oo | cerieneieesiesssneeiesnines | crieeeienenns 10,415,640 | .............. 48,845,134
13.  Aggregate write-ins for other hospital and MediCal...........ccocveueriinineneinininensneneens [ e 1,783,410 1,173,571 .210,808 . 96,118 | 324,678
14. Incentive pool, withhold adjustments and bonus amounts... 35,837,604 | ... | e | s | s 1,713,711 1,655,238
15, Subtotal (LINES 810 14).......cvvrreirrrrieriieerrecnsinresncsensssessssensessssessssssesssnsssneneens | sennen1,965,626,698 | .........1,543,411,073 | ... 35,034,811 | o0 [0 [, 73,046,887 | ............ 314,115,692
16, Net reinSUranCe reCOVEMES..........curneeirereeirineineesernsnsineneiseesenesssssnenssesessesssesnenessensnens | seesenennenee 2,411,839 | viiiinnnn 19,427,795 | = i | = v | oerissinsssesssssssenensenns | onneneensessnsens 833,375 | .o 4,150,469
17.  Total hospital and medical (Lines 15 MINUS 16).........cccoverrerercrerninerrerreseneresensinenens | e 1,941,215,089 1 .........1,523,983,278 | ............35,034,811 | o0 |0 | i 72,213,512 | ..o 309,965,223
18, NON-health ClAIMS (MEL).......vvuririrriirriir st seeneies | cerersseessens s eneans 0 .00 . \0.9 SO I XXX XXX XXX... - DA%, SO
19.  Claims adjustment expenses including $.....50,700,453 cost containment expenses......... | .co...coveeen. 78,639,623 67,258,895 | ....cccovevnee 1,683,449 | oo | s | s 3,186,340 |....ccoovveneen. 6,610,939 | ..o
20.  General adminiStrative EXPENSES........c...rwmimrermrrireirerrieressiessssesisssssesssesssessssensenes | cossessenns 154,592,002 |............ 130,096,136 | ....ccvvreenee 3,257,720 | covorveeeerieeeinerrneeines | e | e 5,580,603 | ....cccoonens 15,394,775 | oooooerveerreririneninns
21. Increase in reserves for accident and health contracts...........cocovvinririininencinninens | e 0 [ creeeeierreireinenernnnees | ceerersiee e | s | st senies | ettt | esiess et
22.  Increase in reserve for life CONMrACES..........cocueriniineinernineeseseessssseenessnees | e | v PO, S XXX v PO, ST P00 S
23.  Total underwriting deductions (LINES 17 t0 22).........c..vvrvervrrerirnriimerinecinerneesneneesseens | ceeeeens 2,174,446,684 | ........ 1,721,338,309 | .. ....39,875,980 80,980,455 | ............331,970,937 .281,003
24.  Net underwriting gain or (10ss) (Line 7 MinUS LiNE 23)..........ccoevvreremrmrereieirireeeincrineenes | cvoeeeeeeees 34,425512 | ..o 21,622,729 | ..o 4,358,000 | ..oocvvrrrrrerererinenend0 | e |, (6,212,972) | ..ocvvvreen. 19,711,176 5,053,421)
DETAILS OF W
0501. Other revenue.......

0502

0598
0599

. Pharmacy over the counter revenue....
0503.
. Summary of remaining write-ins for Line 5 from overflow page...
. Total (Lines 0501 thru 0503 plus 0598) (Line 5 above)....

0601.
0602.
0603.

0698
0699

1301
1302

1303.
. Summary of remaining write-ins for Line 13 from overflow page
. Total (Lines 1301 thru 1303 plus 1398) (Line 13 @DOVE)...........cerrrreerrerereerireirerierensirsiennns

1398
1399

737,483
436,088

206,434
118,244
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UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)
1. Comprehensive (NOSPItAl AN MEGICAI)............cuuruiiiiiiiriiiriiins et es s b bbbkttt ens | £ientenb st st n e nt e 1762,117,736 | cooeeerceeiseierceniecseieneesiniees | cesesinsssee s seessesiees 23,476,810 | .oovvcreeirererreriniinne 1,738,640,926
2. MEAICATE SUPPIEMENL. .......oceuiuuiriieieeeeiseese it esese e ssissetss eesestaessebseeseesesteee e ssesseeEee b e R s eE R 8 eeE4eE RS eE eS8 42 b e £ e R s e R 8 eE 84 E £ s e e eS8 o284 £ R e AR 4L b S E e R 8o £ 8 a2 b b e e AR e b e bR R e e R e bbb e st es b st e bsessents | Hresiessastssssnssestensassanssess B4,233,980 | covvreeeiiecieeeee e tenseienns | vttt s st enesteses st | eretesieaeteses ettt enenaens 44,233,980
3. DBNMAI ONIY...eee bR st ee R e bR RS REE SR E R £ SRS RS R £ E RS S £ bR SRR E R bR bt bRttt | HieRieth e bR Rt bbbt s bt ns st enie | Cehiest et bbb i st n b | Heerens s et bbbttt st | eebine st 0
4. VISION ONY... oottt b s Heetbsee b s e b ee ke b et e b e E R £ R £ R £ R E R E R E R E bR E R E R e R e R R R Rttt | Hiebi e b bbbt ni | ShieRe Rttt | SRt bR | st st 0
5. Federal employees NEAItH DENEMIS PIAN.........ciiriieiiriiiiiie ettt s e f et s 28828828 e £ a8 R et e s sk s b n st rens | Heresiesanten et s et naes 75,072,555 | oo ssisnies | seresseessese e snsenne 1,007,067 | .o 74,065,494
B, THIE XVl = MEUICATE. ...eveververeeeseriseeeseeeseeese e essseesssessssee sseestseees st es £ E8 8888888888188 4488888888888ttt nens | Hresbs et ees st n e 354,114,566 | ...ooovvveeeeceeeeieeniseeieesiseesnsensees | eoneesien s 2,804,345 | ..o 351,310,221
7o THIE XIX = MBAICAIT. ... vvevevevererieeieeeeseee i ene soestse s e s s8££ 8RR 8R4 48R4 R £ R E kbR beehe | H4seeRE e bR bR bRk | SERE SRS R LR R et | Hiee bRttt | et iR 0
B ONEI NEAIN. ..ot ettt bbb S RS EseEEs LR LR bR R E £ E R E e E R E R E R E R E R E R E R f et R bRt R eenee | eeEieELseeE L Lk bbbttt e | Cieetsene et eeE et bbbkttt | Ceieee e e e d bbbt | seesee e 0
9. Health SUDLOAI (LINES 1 HFOUGN 8)......rueuirssirieiiisetiesstiestisisee | oresssesssseessseess s ees R8RSR 18R 1Rttt | cnbtennsens et 2,235,538,837 [ ... vt 0 [enen s 27,288,216 |..ocviverrerinnnrisiniinan 2,208,250,621
0T O O O PP BT TOEOOTPPR 0
10 PPOPEIY/CASUAIY. ......couveirieieiees ettt ittt sesebseb et s b s bbb s s bR 8o b bR R 8 £ b4 R 18£8 842 b4 b £ R b e L8 4E bR R £ 4L b4 R e E R 448 bR heEEeL bR R e SR Eee b b REeE R e b ee bt e Rbeebees | AeEieREeeEseEeEf oL s eeE e E et R b eebeeh e Rt et s enbees | 4eEseEtenbeetaeheEseeheeEeeh et R b et b e bkt enteet | HeEseEentenEeeE R Rt b b bRt b bRt ent | SeE R e R bbb 0
12, TORAIS (LINES 10 11).crueveueeeuriesireesseeesseessseeesseessseeesseessseasaees | efseeesseessseeesseeesseeeseeesseeeE 14008 eeEE 1440884408 4EE8 44084 EE 8440884081120 EE 1408110814088 4R 8140810840840 814840080840 n st seesnentsenssnnntnns | sassssssstssesssasnssassssneen 2,235,538,837 | ..rreeererrieserisnne e (O P 27,288,216 |..covrvveesveirrissninnn 2,208,250,621




Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health

1. Payments during the year:

11 DIFEC...veeeicerseseseseneniensensenssenssenssensensenssensenns | coeeeneens 1,994, 701,596 | i 1,538,665,965 | ............... 35,989,365 | ..o | e | e 71,494,812

1.2 REINSUIrANCE @SSUMEM.......ccruuriueeieeeeiserineineiessesseeeeseesssesssssssssessessessnesesss | nessessnssseesesessessnnsness0 | corsinsinsessssessnsinssesssssnns | stesssssessessasssssssssessessans | sesssssssessessnssssssessassansne | sesessessessssssssessassassnssnns | sesesssssasssssssssessassnsssnsans

1.3 Reinsurance ceded. ..20,931,414 | .. ....18,356,740 TN 860,943

.......... 1,933,770,182 | ..........1,520,309,225 35,989,365 revenneennnnn 10,633,869

Paid medical incentive pools and DONUSES............cvuririierrrirriniereinseessissseissisnees | evsessenennns 40,211,003 | .ccovriiene 38,216,510 [ vevvrereieerireieiseieiiees | vervnreiersseneisssnenesnnns | eesersssssessenssesee s | cresresssansenns 1,757,615
3. Claim liability December 31, current year from Part 2A:

BT DIFBCL. ...t

3.2 Reinsurance assumed....

3.3 Reinsurance ceded 8,514,823 | ..o 554574 | ot | ereresinsssseneniens | et | e 188,803 ..2,780,846

B NBL s | seniseniis 257,864,801 |............. 202,642,274 | .....coovveee. 3,478,085 | ..o (0 O (VI 8,495,807 |....cccoounu. 43,248,635 | ..oovvverieiririens (0 O (0 OO 0
4. Claim reserve December 31, current year from Part 2D:

B0 DIFECL...eeeeceeeeeie ettt se ettt ss st entnns | eesessestens st s ent st 0 [ orereereererneireeeessreeinees | reieeesssstsesesessesinnaees | sreeesiesssssssseesestesssnsens | essessesssesessestesssssesiens | sestessssesessessessassessestens | steesasuessessastassasssestesians | stessessessessasssessessestastne | sesessessessastssnssestensantns | seessessestnsestessentanaenaas

©® N oo o

Accrued medical incentive pools and bonuses, current year.............cccoovcuevrnininnne
Net healthcare receivables (8)..........cvriiireieeee s
Amounts recoverable from reinsurers December 31, current year............ccoccovevenee
Claim liability December 31, prior year from Part 2A:

Direct
Reinsurance assumed

8.1
8.2
8.3
8.4

9.1
9.2
9.3
9.4

Reinsurance assumed
Reinsurance ceded

. Accrued medical incentive pools and bonuses, prior year.

................. 5,034,598
285,572,911

............... 40,711,494
................. 4,053,566

................. 4,474,119
230,752,260

.................... 216,371
8,629,874

344,108
41,758,136

11. Amounts recoverable from reinsurers December 31, Prior YEar............cocvevrevreiries | v 0 | e | reersrssnenensnnnnens | e | oessnensresensnesnenenenens | onsesnsneenenssnenennsenans | seneneresesssnsenssesensennns | snerneessenssneneressanensrene | tenesessensnsseenesantensnenes | cressessassne s
12. Incurred benefits:
12,1 DIMBCL....vreveeieeieeeee ettt ettt estenssnsnsns | nessensas 1,926,420,145 |.......... 1,507,573,468 | ...............35,034,809 | .....ccccovrrrrrrrririrnnene (0 PO (VI 71,333,177 | oo 312,460,456 | .....oocoovrvrrvrrnrinnnd [ 18,235 | .o 0
12.2 ReiNSUTANCE @SSUMEM.........cuiuuiriiieeieiseeseeisetseeeessstsei et ssbsss s sestssssesas | sessessessssssesssssesssssnsens (0 0 | om0 [ (0 {0 (0 O 0 [0 [ (0 O 0
12.3 Reinsurance ceded 24,411,639 | .o 19,427,795 | .oovvvvcviiviiininn0 [ (O 0 [ 833,375 4,150,469 | ..oovviriiriinenn0 | {0 0
124 N e | srreserens 1,902,008,506 | .......... 1,488,145,673 |...............35,034,809 | ..o (0 (VI 70,499,802 ....308,309,987 | ..o | 18,235 | .o 0
13. Incurred medical incentive pools and DONUSES............ccuvueerieriereirenieireincsieensenns | veeneseeeennes 39,206,553 |............... 35,837,604 | ...occoovvvvvvieiiiiaen0 | e (0 I {1 1,713,711 | 1,655,238 | ..o (0 I {0 I 0

(a) Excludes§$.......... 0 loans or advances to providers not yet expensed.
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Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

2.2 Reinsurance assumed

3.1

3.2 Reinsurance assumed....

3.3 Reinsurance ceded.

Direct....ccovviereins

. Amounts withheld from paid claims and capitations:

................... 8,514,823
............... 208,774,048

................... 5,545,174
............... 161,583,821

...................... 188,803
................... 7,260,064

...... 2,780,846

................. 36,957,977

1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XVIIl XIX Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health
. Reported in process of adjustment:
1.1 Direct .37,507,292 ...29,474,992 505,899 ..6,290,658
1.2 REINSUIraNCe aSSUMEM.........cuuuuirieeieirerineineeneieesessiseisessesseees | ceessessssensssessssssssssseens 0
1.3 ReINSUIraNCe CEARG..........cvururercrieriiirerceeiseieneresiesiseseeessnnens | coreriesessinenesesesseeeenes O [ et | et | et nenne | teesieseni et nents | ersenten sttt eninns | stetees st sttt | esteri ettt ntenians | Seneene sttt | seeent et
T4 NEL ettt | e 37,507,292 |..covorrrennen. 29,474,992 | ..oovvrrrrirrinnns 505,899 | ..oririiieieeiens (O O (VI 1,235,743 | oo 6,290,658 | ....ovirrirririniein (0 O (0 O 0
. Incurred but unreported:
2.1 Direct ....39,738,823

. Totals:
41 DIFECL...cuueeereeireete ettt st sntsssnsss | sesessnsssnenns 266,379,624 | .....coceene. 208,187,448 | ..ccovvvvrerenes 3,478,085 | .o (0 (01 8,684,610 | ..coocovverrnes 46,029,481 | oo (0 (0 0
4.2 ReINSUrANCe aSSUMEM.......c..curruieiurerreernrinsiseeersessesssssseessesseses | ceressssssssnessesssssssssseneens [0 RN (0 R (O RN (0 N [0 OO {0 0
................... 8,514,823 |...................5,545,174 rererernnenennnes 188,803 2,780,846
257,864,801 202,642,274 8,495,807 ...43,248,635
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Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6
During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1+ 3) Prior Year
1. Comprehensive (hospital @Nd MEGICAI)............cuuereuerirriiicriiirie bbbt | sbsesbestentententeneas 229,634,196 | ...cooverercrercrircrines 1,290,675,029 | ...covverericricrirerircrinenene 906,034 | ...ovvrcrrercrennnes 201,736,242 | ...coovvvrirrrirnnn, 230,540,230 | ...covvvvririerircrirenenes 230,752,260
2. Medicare supplement JATTTA | 31,841,591 | oo 108,730 | cvovvereeereeireeireeireeies 3,369,355 | .o, 4,256,504 | ..o 4,432,640
TR =111 oo I I O PO TSI PO P PP L0 TR
A, VISION ONIY..voriiieieeestie sttt bbbk f bR R8s R R s R bbbk b et nb s | Hheeeb R b et bbbt a b s | et bbbt nes | Hetb bbb | eebres bbb | fhretb et 0 [ s
5. Federal employees health DENEMIS PIAN...........ccuuiuuiiiii bbbt | resssesssess et 6,066,361 | ...covvverririiireninn 64,567,508 | ....oovvirirrrieiree 159,782 | oo 8,336,025 | ...covivirreiiiinne 6,226,143 | ..oovovvereeeieieens 8,629,875
6. Title XVIIl- Medicare 28,921,389 | ..o 277,898,099 | ....ovvvririerirerirerines 2,886,866 40,361,767 | ..oveeveererrerrers 31,808,255 | ....cvvurrirrirririinns 41,758,136
7o THIE XIX = MEAICAIG. ..ottt bbb bR £ £ £ 8 RE R R £ bbb skt ebs | £itbsee b et b e E bbbt b b b ees | 4eEse bRt st see s | 4eEseE bbb s et tns | HebeEb R b e b e bbbttt eni | Shaeeb et 0 [ o
8. ONEI NEAIN. ..ottt | ettt bbbttt | ettt s 18,235 [ ot | et | eeri et 0 [ oo
9. Health SUDLOLAl (LINES 110 8)......uuveuieuriiuieieieiie ittt bbbttt bbb | et sttt 268,769,720 |....ocovivrrrrrnnn. 1,665,000,462 | .....ocoovveniirniinirniinnn 4,061,412 [ .o 253,803,389 |...coovrrirrirrinrinens 272,831,132 | .o, 285,572,911
10, HEalthCare rECEIVADIES ()..........urumrurrirririiiie ittt sttt sssesiesiens | stesssesssesssessesseesssesssessensessenses | soesnennennensensensoenss 19y TOD,B2T [ otvtiriririsimintiiesiisssinssisssiessisssinnns | seversinsisssessnssessssssessentnssenes | cesessnssnssnssnssnssnssnssnsseesseeld | cveeseesssessesseesseesseesses 9,652,055
11, ORI NON-NEAIN. ..ot b8R8 b8 s8££ 8RR E bR bbb R b | He4sebseR b e b e bt bRt b bR n b bt | HEsnE e b e R R bbb e s bbb Rt s bt | £hebaeR s e s R bt bR bbbt n b bt | Hieesenb e R bbbt n i | eebebae ettt 0 [ e
12. Medical incentive PoOIS @Nd DONUS BMOUNES............uueuuiiiurireeeiriieieieeseseeseesse sttt ses s st s et s et s st sessee et entes | sesessessnsessesssessensnenes 37,992,754 | ... 2,218,249 | ..o, 556,547 | .cooveeeieiireernns 43,794,561 | ..coovveeeiere 38,549,301 | .ivvviereieeiein 45,355,558
13, TOtalS (LINES 9 = 10 # 11+ 12).. etttk bbbttt | nrtbesb sttt 306,762,474 | ..o, 1,653,513,090 | ..ooovvviiiiniiniisrinan 4,617,959 [ ..o 297,597,950 |...oooviviriiiniinrinens 311,380,433 | .o, 321,276,414

(@) Excludes§$.......... 0 loans or advances to providers not yet expensed.




Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

1971

Cumulative Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 2005 2006 2007 2008 2009
............................................. 225,551 |.ocvvernernernerneineinniennennenn231,329 | 231443 | 231,832 [ .. 231,459
.. 1,347,415 .. ...1,679,456 |.. ..1,580,790 |... .1,580,862 |... ..1,580,771
........................... 1A477,904 | oo 1,737,407 1,737,569 | oo 1,737,554
................................................................................................ 1,655,242 | .vvvvcvvrrrrnernrernerrinennenenn 1,860,731 [ 1,862,861
............................................................................... XXX ovreevieeennernseennns | cvneerinnnnneessensnennesenenne 1,993,839 | v 1,858,350
............................................................................... XXX cooerreerennrrnsniins | oenerensressnneesesees XK Kuesernssssnessnsssnenees | cosenessnnssenessnsnsssnessssneeneenne 1,007,218
SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2005 2006 2007 2008 2009
............................................. 248167 |.veeerrererrreerrnnrreerneeeen 232,892 | 231,892 231,532 [ . 231,459
..1,617,507 |.. ..1,596,073 |.. ..1,583,045 |... ..1,580,928 |... ..1,580,771
........................... 1,780,894 1,754,062 1,737,908 1,737,564
................................................................................................ 1,890,284 |..ovvvrerrcrrernernernerrnennen 1,871,839 | 1,863,186
............................................................................... XXX covreevierimnerinenines | erneeeinsrnssesnesssnnesnennne L8 72,985 | e 1,862,634
.................................................... XXX rerererenernnnneninnnes | enernernennennennnee XK rnennsnssnssnnnninnns | onernennennennenn e KKK uenesenesenissnnsnessnnns | onvesseessensseseessessessesssesnsees 1,904,817
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
1 2005 | e 1,900,142 | .oovvvevririreriis 1,580,771 | v TUAA | 45 |, 1,852,185 | .veeverrrncrinerrneeesBTL0 | s [ s | e 1,652,185
2. 2006......c e | e 2,032,800 |..ovvereererrierii 1,737,554 | .o 78,606 | ..ooovevrrrrecrerrireerieennne 45 |, 1,816,160 |...cvvvcrererrerrrerrnenen893 | L OO SRRTURPPIR PP 1,816,170
3. 2,149,589 |.... .1,862,861 4 .. 1,945,184 | ... ..1,945513 |..
4. 2008.......eneeeeeees | s 2,140,292 | ...oovvorcrinenne 1,858,350 | ..uvvrcercrrreerirennnn LI 4 O 43 | 1,938,927 |.ovvevvvrrnrrrncrinrrnneenn 906 | 4,283 | oo L7 O 1,944,181
5. 2009 | e 2,209,327 | ..o 1,667,218 | ..o 66,961 | ..o 4.0 [ 1,734,179 | 8.5 | 297,599 | 5,939 | i 2,037,717
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Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 5
Were Incurred 2005 2006 2007 2008 2009
Lo PIIOT et bbb e bR h e h e h e h bbbttt bbbt | eheb bttt 212,311 | e 217,891 [ oo 218,048 | ..o 218,116 [ v 218,043
2. 2005 bbb h bbb bbbkttt | bttt s 1,239,309 | oo 1,454,135 | oo 1,455,191 | oo 1,455,263 | ..o 1,455,185
B 2008, ...t bbb b E s h bbbttt e | ettt XXXttt | et 1,322,048 | oo 1,554,753 | oo 1,554,680 | ....ooeveviierineerenne 1,554,661
B, 2007 ..t bbb E R bbb h bbbttt | eberene e XXXt | e XXX et | e 1,369,051 | oo 1,647,232 | o 1,649,862
B 2008...... e bbb E b h bbbttt | ettt XXXt | s XXXt | s XXX et | e 1,257,204 | oo 1,520,486
B. 20090tk E e h e h R b h et eheE R LR bbb E bbbttt bbbt niees | ererenee e XXXt | v, XXX | v, XXX | v, XXX vt | o 1,292,783
SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 5
Were Incurred 2005 2006 2007 2008 2009
Lo PIIOT bbb | bt 233,980 | ..o 218,980 [ ..coieviiii 218,295 | ..o 218,116 [ oo 218,043
2. 2005 bbb bbbt | bbb s 1,490,572 | oo 1,469,775 | oo 1457412 | oo 1,455,328 | oo 1,455,185
3. 1,593,626 1,569,927 1,555,016 1,554,668
4. 1,670,063 1,657,187 ...1,649,879
5. 1,520,691 ...1,521,880
B. 2009ttt | oo XK Kesennsennensnenes | e XK Kuneneinns | XK [ XK 1,534,720
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col. 5+ 7 +8) (Col. 911)

1. 2005 1,745,443 1,455,185 1,519,597 1,519,597
2. 2006.. ..1,832,423 ...1,654,661 1,624,126 ..1,624,133
3. 2007.. ..1,898,915 ...1,649,862 1,722,494 1,722,515
4. 2008 1,771,336 1,520,486 1,590,979 ....1,393 1,593,144
5. 2009, | e 1,738,644 | .o 1,292,783 1,350,122 | oo TTT | 241,937 | o 4,687 | oo 1,596,746




Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Cumulative Net Amounts Paid

SIN'CL

Year in Which Losses 1 2 3 4 5
Were Incurred 2005 2006 2007 2008 2009
Lo PIIOT bbb h b E bR bbbt b bbbttt nes | betseh ettt 7,256 | oo 7,306 | oo 7,256 | oo 7,264 | oo 7,264
2. 2005 bbb h bR bR E s b bt bt s bbbttt | chebte bbbt s 63,240 | ..o T2,418 | .o 72,6671 | oo 72,657 | oo 72,648
B 2008, ...t bbb b E s h bbbttt e | ettt XXXttt | e 65,567 | ... 76,867 | oo 76,893 | oo 76,872
B, 2007 ..t bbb E R bbb h bbbttt | eberene e XXXt | e XXXttt | e 66,432 | ..o TA067 | oo 74,247
B 2008...... e bbb E b h bbbttt | ettt XXXt | s XXXt | s XXXttt | et BUT | o 35,709
B. 20090tk E e h e h R b h et eheE R LR bbb E bbbttt bbbt niees | ererenee e XXXt | v, XXX | v, XXX | v, XXX ittt [t 31,842
SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2005 2006 2007 2008 2009
1.
2.
3.
4. 74,347 ....74,250
5. .35,860 ....35,815
B. 2009ttt | oo XK Kesennsennensnenes | e XK Kuneneinns | XK [ XK
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col. 5+ 7 +8) (Col. 911)

1.

o &~ LD
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U & | Ex.-Pt.2C-Sn A-Paid Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Dental
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Vision
NONE

12.DO, 12.VO
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Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Cumulative Net Amounts Paid
Year in Which Losses 1 2 3 4
Were Incurred 2005 2006 2007 2008 2009
Lo PIIOT bbb h e E b E b h bR bbb bbbttt nes | betseh ettt 5,962 | .o 8,110 | covericie e 6,117 | o 6,130 | v 6,130
2. 2005t bbb E e h bbb R E s bbbt sttt bbb ne et | cheb ettt 44836 | ..o 52,873 | o 52,908 | ..o 52,912 | oo 52,908
B 2008, ...t bbb b E s h bbbttt e | ettt XXXttt | e 61,983 | .o 71,291 | oo 71,301 | oo 71,295
B, 2007 ..t bbb E R bbb h bbbttt | eberene e XXXt | e XXXttt | e 57,857 | oo 83,563 | ..o 63,561
B 2008...... e bbb E b h bbbttt | ettt XXXt | s XXXt | s XXXttt | et 56,500 | .ooverreiiiereee s 64,239
B. 20090tk E e h e h R b h et eheE R LR bbb E bbbttt bbbt niees | ererenee e XXXt | v, XXX | v, XXX | v, XXX ittt [t 64,664
SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2005 2006 2007 2008 2009
1.
2.
3.
4. .63,745 ....63,567
5. .65,999 ....64,403
B. 2009ttt | oo XK Kesennsennensnenes | e XK Kuneneinns | XK [ XK
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col. 5+ 7 +8) (Col. 911)

1.

o &~ LD
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Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XVIil - MEDICARE

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2005 2006 2007 2008 2009
Lo PIIOT bbb f R bRt bbbttt b s | et th bbbttt 22 | s 22 [ s 22 [ s 22 | et 22
2. 2005 h bbb E b1 b b e S E b b a L E e b bbb e R s et b bttt ensttets | ebetetheh et bbbt e bbbt s ebetenee | etaeheb et b bt E bt b et eb bt s ebe b s nre | £ehehet et eh bttt b b s bt eh b s s s e | £heheb et E bbb bbbttt | bbbt bbb
B 2008, ...t bbb b E s h bbbttt e | ettt XXXttt | e 28,275 | o 34465 | .o 34,664 | ..o 34,695
B, 2007 ..t bbb E R bbb h bbbttt | eberene e XXXt | e XXXttt | e 61,863 | ..o 75,830 | oo 75,152
B 2008...... e bbb E b h bbbttt | ettt XXXt | s XXXt | s XXX ettt | et 208,091 [ .o 237,883
B. 20090tk E e h e h R b h et eheE R LR bbb E bbbttt bbbt niees | ererenee e XXXt | v, XXX | v, XXX | v, XXX it [ e 277,911
SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIIl - MEDICARE
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2005 2006 2007 2008 2009
L PIIOT bbb | et 22 | ettt 2. | et 22 | e 22 | i 22
2. 2005 bbb E bbbt b ettt ens | ebesenh bbb bbbt | Cebaeh bbb bbbt | Leh bbb bbb | 4 eb bbbt | bbb
3. 35,217 | oo 34,664 34,696
4. 77,433 .76,521 ....75,451
5. ..250,372 ..240,503
B. 2009ttt | oo XK Kesennsennensnenes | e XK Kuneneinns | XK [ XK 320,872
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIIl - MEDICARE
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col. 5+ 7 +8) (Col. 911)

1.
2. .36,842
3. 78,473
4. 243,339
5. 283,567




Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Cumulative Net Amounts Paid

IX'CL

Year in Which Losses
Were Incurred

1.
2.
3.
4,
5.
6.
SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2005 2006 2007 2008 2009
1.
2.
3.
4.
5.
6.
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col. 5+ 7 +8) (Col. 911)
10 2005 s [ e | s | s | o000 [0 [ 000 | | s | 0 [ 0.0
2. 2006.......ciieiiieiennrein | s | s | s | o000 [ I PR B | B 000 ] e | e [0 [ 0.0
30 2007 i | s | s | s | o000 [ O R A O 00 | | e [0 [ 0.0
4. 2008......cciiiiicnes [ e | s | s | e 000 [0 L0000 | | s | 0 [ 0.0
5.

................................. 0.0




Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - OTHER

Cumulative Net Amounts Paid

1071

Year in Which Losses 1 2 3 4 5
Were Incurred 2005 2006 2007 2008 2009
L PHIOT bR R R E R R E R E R E R R H £ e £ £ £ £ Eeheheh e e e et e £t ettt st ettt | Heeeee ettt ettt ettt ettt ettt ettt | ettt et E e e Eeh b e b bt ettt bbbt betes | £hebehebeh e ee b e e e e e e bbb bbb nenene | ebeheEeE e e et et et | £ee ettt
2. 2005t bbb bbb h e h b E bbbttt b ettt | eheben et 30 [ e 30 [ e 30 [ e 30 [ e 30
B 2008, ...t bbb b E s h bbbttt e | ettt XXXttt | e 31 | s 31 | s 31 | s 31
B, 2007 ..t bbb E R bbb h bbbttt | eberene e XXXt | e XXXt | et 39 [ s 39 [ e 39
B 2008...... e bbb E b h bbbttt | ettt XXXt | s XXXt | s XXXttt | e 33 [ s 33
B. 20090tk E e h e h R b h et eheE R LR bbb E bbbttt bbbt niees | ererenee e XXXt | v, XXX | v, XXX | v, XXX ittt | ot 18
SECTION B - INCURRED HEALTH CLAIMS - OTHER
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2005 2006 2007 2008 2009

1.

2.

3.

4.

5.

6.

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col. 5+ 7 +8) (Col. 911)
1.

o &~ LD
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Statementas of December 31, 2009 ofhe  BlUu@ Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1

Total

2

Comprehensive
(Hospital
and Medical)

5

Vision
Only

6
Federal
Employees
Health
Benefit Plan

7

Title
XVII
Medicare

8

Title
XIX
Medicaid

Other

> LN

e N o o

Unearned premium reSEIVES........vvreerrerrrneeunseneersesnenens
Additional policy reSErves (a).........c.wueereureermreneeneeneuneenns
Reserve for future contingent benefits............cccovererinnnee

Reserve for rate credits or experience rating refunds
(including §.......... 0) for investment income...........ccc....

Aggregate write-ins for other policy reserves...................
TOLaIS (GrOSS)...evuvvrererrirrirrierieree e
Reinsurance ceded...........ocueieiniieiieineineicineineis

Totals (net) (Page 3, LiN€ 4)......ccvvvnrrnnrnnrinnriserincrenenens

Present value of amounts not yet due on claims..............
Reserve for future contingent benefits............ccocovereniinne
Aggregate write-ins for other claim reserves............c.......
TOHaIS (GrOSS)....euevrvrririreieieeerieei et eessiees
Reinsurance ceded...........ccovminienininerireseenens

Totals (net) (Page 3, LiNe 7)o

0501.
0502.
0503.
0598.
0599.

Summary of remaining write-ins for Line 5 from overflow

Totals (Lines 0501 thru 0503 plus 0598) (Line 5 above)..

PAGE....eerreerrrrennee

1101.
1102.
1103.
1198.
1199.

Summary of remaining write-ins for Line 11 from overflow page..........c..co......

Totals (Lines 1101 thru 1103 plus 1198) (Line 11 above)

3 4
Medicare Dental
Supplement Only
POLICY RESERVE
.................................... 0 |0
.................................... (0 PP |
.................................... (O [ OOOR |
CLAIM RESERVE
.................................... (O IR |
.................................... (0 PP |
.................................... (0 PP |
DETAILS OF WRITE-INS
.................................... (0 PO |
.................................... (O [P RRTRRON ||
.................................... [0 PPN |
.................................... (O IO |

Includes §.......... 0 premium deficiency reserve.




Statementas of December 31, 2009 ofhe BlU@ Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
C;st OtherzCIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total

1. Rent($........ 0 for occupancy of OWN BUIIAING).........cvervrevereerireieenrrreeeseeseeeeeseesees | ceveeeeneens 1,803,530 |............ 1,191,475 |........... 3,527,266 | ....ocvveerereiereeiens | e 6,522,271
2. Salaries, wages and other DENETIS...........ovurierrerruririnrirr s esssneees | seneenenes 30,369,323 |.......... 15,578,831 |.......... 47,986,308 |............... 175,392 |.......... 94,109,854
3. Commissions (less §.......... 0 ceded plus §.......... 0 .@SSUMEA)....eveeereeeeeeereesseenseseiseees | seeeeseesesssssssessssessnns | seeessessmssssssessessensns | sessesens 50,180,967 | ..coovvverrrerererrireenns e 50,180,967
4, Legal feeS aNd EXPENSES. .....ccevvirriierireieieissississ st sessessessss s essesssssesses | stsesessessassssssessassenss | susesessessessiessessessanss | sessessensnses 105,638 | .ovverereriereniens | e 105,638
5. Certifications and accreditation fEES............ccurrmererrrneriinrnrneesresessesieseienes | coeerieeesieenns 32,202 | e | e | s | s 32,202
6.  Auditing, actuarial and other CONSUItING SEIVICES...........ocvurieriucrieieiirirererissneneenins | eeeeseenenes 595,391 |.ovoviicrnn 189,568 |............ 2,984,375 | ..covvvienne 36,442 |............ 3,805,776
7. TraVeliNg BXPENSES. .......cuueerirriiieiserieisseiei sttt | sbssssesseneees 370,297 | .o 88,034 |....c.cc... 1,040,056 |....covvvvrennee 2,781 | 1,501,168
8. Marketing and @dVEISING..........cueereererrrirniiriieerieiseine e nsenns | sesteseneienienaas 1,367 | 175 | 3,661,567 | .o [ e 3,663,109
9. Postage, express and telephone............cceiriireiininiieeseseeseseeeessieenies | eeeeseesenes 133,447 | .o 626,817 |............ 2,877,532 | coovereriiriennns 498 |............ 3,638,294
10.  Printing and Office SUPPHES........cccuurvemrrireririnccicrieceisieesisseeseseesi s | sesesssesenns 788,127 | .. 337,180 | .ovvvenne 3,994,539 ..o 819 | 5,120,665
11. Occupancy, depreciation and @amOortization..............cuereereuernineineisineneneieeseiseseees | ceseeseeeneend 681,007 |...cooerrnnn 403,450 |............ 3,454,678 |....cccevvnne 17,436 |............ 4,556,571
12 EQUIPMENE. coooevirciereieeisecieeiseees sttt ettt | ebseestenenns 166,078 |...cooccevnes 108,923 |...coovveeen 321,606 | oo | e 596,607
13.  Cost or depreciation of EDP equipment and SOfWare...........cocvueeereeerenceneineineneineinnns [ eerveeneins 3,123,229 |............ 1,316,439 |.......... 12,632,813 | ..o 4816 |........ 17,077,297
14.  Outsourced services including EDP, claims, and other SErvices...........cocoeeenineneernees [ woreeneene 10,417,230 |............ 7151179 |.......... 16,164,837 |....ccooevneee. 53,805 |.......... 33,787,051
15.  Boards, bureaus and assoCiation fEES............cc.cueueiiveieiicieeieie e | creniesiesieias 374,804 ..o 7,588 |............ 1,154,300 |...ccevvneee. 12,601 |..ooe.... 1,549,293
16.  Insurance, except 0N real EStALE.........c.cvvieveerieere s | s 9,577 | oo 6,404 |.......co...... 267,664 | ..o e 283,645
17, Collection and bank SEIVICE ChATGES.........rureirrerieirnisnrissiseissssssssessssessesssssssessssessens | sessssssssessassssssnsnsses | sessssssessessssssnssessasss | sressessessesssssessessessns | sssesssssnsnns 336,458 |.....cccoou. 336,458
18.  Group service and admiNSIration FEES...........uuurieriiiiiiieeeecieeieriees | ceiessesiesiesiesiesins | crneriesesesesieni | e | st | crressessesieseni 0
19. Reimbursements by UNINSUIEd PIANS..........c.cuiuricriiriinereierneireesesissiseseesssisesresens | eeeeeesiesinssnesnssnnis | reseessssnssseessessnsens | creseessnssnennssessnssnens | oesenssneesesnsenesesss | seresessssssssneseriens 0
20. Reimbursements from fiscal INtErMETIANIES............cc.iiiiiiiiiiiiiiiicieiiens | v | cerrsssissssssssinses | e enssenssenees | seeeseesss s | o 0
21, REal EStAIE BXPENSES. ...vucveiieireicieieieiis ettt bsnsenaes | sessssessessessnsansessntans | srestesserestesessstenesies | sressssenessntestesntantes | seseressesesesesnnsensesns | sessesensesesnssansesned 0
22, Real ESIA TAXES.......ouiiiiiii s | s | e nines | e | s | e 0
23. Taxes, licenses and fees:

23.1 State and 10Cal INSUFANCE TAXES........ccuvureeereirrireireieieeieise et sebsseesssssssisenes | eesestesssessessessssssssans | essesssssssssssesssesnesins | sesessessasesenes (17272 1 IR IR (1,922)

23.2 StAe PrEMIUM tAXES.....ucereeeeeeireiseiseeieeeieese it ssses bbb bsenss | sessestessssssessessestasaans | sessestasssenessessassnessns | fessessessnssessasssssesins | estsssnessessassassnssessns | sesessessessnsssessessanes 0

23.3 Regulatory authority iCENSES N fEES.......cciureiiieireieiieireieseisiseieiesineinees | ereseeensessssisssessnis | rebesssssssssssessessesens | sesessnsssenn 455,014 | oo | e 455,014

234 PaYrOll fAXES......voveceeerireeirerieriieeisesss s seess st ssssessssensesses. | snessiesens 1,745,964 |.............. 929,034 |....coounc 3,395,534 | ... | e 6,070,532

23.5 Other (excluding federal income and real €State tAXES)..........ccururerncineiineiins | o | cerseesessessessessenes | seesneessnessesnsessnssnness | seeresesseeseeseeseesens | coreessssssssesseesseesses 0
24, Investment expenses NOtINCIUAET EISEWNETE............c..curcricricricrincrineriresiresinesinenins | rerienienieniesesesinens | cessseessesssesssesssessseses | seeseesnesnnssnnsssnesness | seeeseesesseessesensens | coesnsssssssssssesssesses 0
25.  Aggregate WIite-ins fOr XPENSES..........uwierrerririeieeseiseessisesse e seceeceeeisessesine | erenseneenenas 88,880 |...cocvercrererene 4,073 | . 389,230 [ .o [ IR 482,183
26. Total expenses inCurred (LINES 110 25).......c.vurerrerinienrreieininseseesseesssssssseesesssnssesns | sevseeenne 50,700,453 |.......... 27,939,170 |........ 154,592,002 |............... 641,048 | (a)...233,872,673
27.  Less expenses unpaid December 31, CUMTEN YEAI..........ccvviveirrinieienineseseeeeins | vevveeeenennees 161,085 |...ccceee. 6,752,941 | .......... 19,276,238 | ..covveeeerieieneens | e 26,190,264
28.  Add expenses unpaid December 31, PriOr YEA.........cvvvereeureeeeirerneeieisesessesssssssesees | sereessenens 4,216,822 |............ 2,062,388 |.......... 35,037,296 | ...ovvveeirrereiinenns [ v 41,316,506
29.  Amounts receivable relating to uninSUred plans, PriOT YEAT...........cccveiririreieinnniins | e | crreesississesesessssinens | cressnsenesnesessssssseens | sesesssseessesssssnesnesens | seeesessessessnesensess 0
30. Amounts receivable relating to uninsured plans, CUMTENE YEAI............ceririreeeininins | creirerieisminimsisninnes | cronesensssesseseressssenees | cressssesssneesssssssenens | sesessssesensessasssesnsens | oeesessensessnssensessn 0
31.  Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30)...........cccrevervrrvrnes | cevveeees 54,756,190 |.......... 23,248,617 | ........ 170,353,060 |.....cccen.n 641,048 | ........ 248,998,915

2503, oo R ntnts | seesbs st nentne | eeene e est e enees | setenene st | crsbeenane s | st 0

2598. Summary of remaining write-ins for Line 25 from overflow page..........ccccoeveeneieiernns | covvsveneeeneseesennens (VI 0

2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 @bOVE).......cuveucreeerrresseriesnsririns | eeeneseseenes 88,880 | ...covrrrerniriner YT 389,230 | ..o (] P 482,183
(@) Includes management fees of $.....31,001,261 to affiliates and §.......... 0 to non-affiliates.
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Statementas of December 31, 2009 ofhe BlU@ Care Network of MiChigan

EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year

1. U.S. QOVEINMENE DONAS.......euieiercereieiieieeiseise sttt sttt

Bonds exempt from U.S. tax...

....191,342

)
)...
1.2 Other bonds (unaffiliated).... ) ...10,161,519
1.3 Bonds of affiliates............... ).
2.1 Preferred stocks (unaffiliated). ).
2.11 Preferred stocks of affiliates.... )ttt | eeeee s
2.2 Common stocks (unaffiliated)..
2.21  Common stocks of affiliates....
3. Mortgage loans........c.cccoe...
4. Realestate......
B, COMMTACE IOBNS........veeeceeeeiseeese et R | e eS| reRe s
6.  Cash, cash equivalents and short-term investments..
7. Derivative INSIIUMENS.........c.oocuiiiic s | (Do, | s
8. Otherinvested assets............ccocrurrennne .
9. Aggregate write-ins for investment income. .0
10. Total gross investment income... ...32,508,697
11, INVESIMENT EXPENSES. .....vuivieeitiiiieietseie ettt s bbbt b s s s8R s b8 88 s 8 ees e st s st A AR E b s bt s bRttt ....641,048
12.  Investment taxes, licenses and fees, excluding federal income taxes.... .
13, MBS EXPENSE. ... cvieiiciiciete ittt s SRR RS £ e R AR R AR R ARttt s
14. Depreciation on real estate and other invested assets
15.  Aggregate write-ins for deductions from investment income
16.  Total deductions (Lines 11 through 15) 641,048
17.  Netinvestment income (Line 10 minus Line 16) 31,867,649

. Summary of remaining write-ins for Line 9 from overflow page
. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)

1598. Summary of remaining write-ins for Line 15 from overflow page
1599. Totals (Lines 1501 thru 1503 plus 1598) (LINE 15 @DOVE)........curiuierieiiiieiieiiiiti ettt sttt es bbbttt
(@) Includes $.....1,118,005 accrual of discount less $.....846,891 amortization of premium and less $.....1,665,309 paid for accrued interest on purchases.
(b) Includes$.......... 0 accrual of discount less §.......... 0 amortization of premium and less $
(c) Includess.......... 0 accrual of discount less §.......... 0 amortization of premium and less $
(d) Includes§.......... 0 for company's occupancy of its own buildings; and excludes $
(e) Includes $.....1,386,179 accrual of discount less $.....11,807,092 amortization of premium and less $.....4,988,263 paid for accrued interest on purchases.
(f Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium.
(9 Includes$.......... 0 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.
(h) Includes$.......... 0 interest on surplus notes and §......... 0 interest on capital notes.
(i) Includes$.......... 0 depreciation on real estate and §.......... 0 depreciation on other invested assets.
EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4 5
Realized Change in
Gain (Loss) Other Total Realized Change in Unrealized
on Sales Realized Capital Gain (Loss) Unrealized Foreign Exchange
or Maturity Adjustments (Columns 1 +2) Capital Gain (Loss) | Capital Gain (Loss)
1. U.S. government BONGS..........c.ouvueveireiveerierieriesieniessesseenens
1.1 Bonds exempt from U.S. tax

1.2
1.3
2.1
2.11

Other bonds (unaffiliated)
Bonds of affiliates..........ccvvvreeiirerreeieissse s
Preferred stocks (unaffiliated)...........cocverernereinrsnseieissinninns
Preferred stocks of affiliates.........ccovvvviriineniinescseeeis
Common stocks (Unaffiliated).............c.cvecreerinerinerinerinerinciinenines
Common stocks of affiliates
Mortgage loans
Real estate
Contract loans

o
© oo N o ok O
[N

..................... 119,163
.................. 1,346,453

Cash, cash equivalents and short-term investments..........ccccoee. | veveeirirnnnnn. 1,398,876 | .o | e 1,398,876 [ ..o [ et
DErivative INSITUMENTS.........couieieeiiiice e ieesssieieees | ceeesesiseeseiesessssbsetssssenes | seesessessssssessssestessssssensess | sebessessesssssnessessessnsian 0
Other INVESIEA @SSELS.........cuuceeeirieiieieieieiie e eiessnies | ceeesesiseesesessssestsesseesenes | seesessessssssessssestessssssessess | sebeesessessssssessessessasenns 0
Aggregate write-ins for capital gains (I0SSES).........ccoverereereunenes | cevreiririniniiieiieisiensinns {0 (O] 0
10.  Total capital gains (I0SSES)........currrrieriririririniireirerninsineieessrnsines | cerveessnenseneens 5,038,362 | ..ocovvrniririniis (U I 5,038,362 | ...cccvvrnninee 9,706,151 | cooovoiieierecireieninas 0
DETAILS OF WRITE-INS

0998. Summary of remaining write-ins for Line 9 from overflow page...
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)..............
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Statementas of December 31, 2009 ofhe BlU@ Care Network of MiChigan

EXHIBIT OF NONADMITTED ASSETS
1

Current Year Prior2 Year Change3in Total
Total Total Nonadmitted Assets
Nonadmitted Assets Nonadmitted Assets (Col. 2 - Col. 1)
1. BONAS (SCHEAUIE D)....oouverreeiiiiiiiiiiiii ittt | orsbneb bbb bbbt snstenes | enbsesiesies b st esb s s nesiesineninenes | chbessinssens bbb 0
2. Stocks (Schedule D):
2.1 PIEIEITEA SIOCKS. ... cvuveecierieririri ittt | chbent st st sttt | fbreb et | st es et 0
2.2 COMMON SIOCKS........cvieevecrieeieciee ettt s st sse s snsesas | sessessessssessesessessessesssssssesssssssessess | evessessesssessessssnsesanss 4,220,342 | oo 4,220,342
3. Mortgage loans on real estate (Schedule B):
T T 151 1113 PO OO ISP PSPPSRSO 0
3.2 Other than firSEHIENS. ... eess st sessensss | reessnessesss s sesssssssenesssesssnenes. | sesssnessessssesssessssssssenesssesssnessnes | sesesssmessessssnessessssessssessssneeses 0
4. Real estate (Schedule A):
4.1 Properties occupied by the COMPANY..........cvuriiiiireieierreieessissisesesessssies | reieeesiess e | resessess e s esb bbb ssnsses | sebesssssess s b sen st 0
4.2 Properties held for the produCtion Of INCOME.........cceuiiriiieiiirinireiesseie s | e ssssssessssssees | fesiessssesessssesessessssessessssessessssanse | sesessessssessessssssessessssessessnsessesns 0
4.3  Properties held for sale
5. Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term iNVeStMENts (SChEAUIE DA)...........ocuuiuiiriiriiieieieieiesiessiessisesessiens | crieriesisesisesisesi e sestsesisesisenisenes | comesesssss s sess s sssssssssssssnsss | esisesssessese st sesseseeseessesinees 0
8. CONMTACEIOANS. .....ceeoeeerrisisisee ittt bbbt | Sheeebe b s s st b bbbt nniennes | Hheesee st | ete e 0
7. Otherinvested assets (SChEUIE BA)..........cciiiisssississe s | seesees s ssssssssssssees | ceisessesssessestessesbsestsesssesssensnenss | ehieessnesssesssess s s s 0
8. RECBIVADIES fOr SEOUMHIES.......cvovuveeerirceeei et eresi st enssaes | eeesssresssesss e ss st esssssssssenanes. | eesssnesssessssesssesssssessenesssesssnenses | essessssessesssnsssessssesssesssseesns 0
9. Aggregate Write-ins fOr INVESEA @SSELS...........cuuirmcrieiiericriciie s | erbere s 0 ] e 0 | e 0
10. Subtotals, cash and invested assets (LINES 110 9)......c.vuiuerriirinincieiininiceeeierenis | e 0 [ s 4,220,342 | oo 4,220,342
11.  Title plants (for Title insurers only)
12, Investment iNCOME dUE @NA GCCTUEH............c..riuiiiiiiriiiririr s | esbiss bbb nes | sebesb s enes | fhbssis bbb 0
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in the course of collection............ccceees | veerverencirerineneineineeens 382,723 | oo 500,037 | oo 117,314
13.2 Deferred premiums, agents' balances and installments booked but
deferred and not yet due
13.3 AcCrued retrOSPECHIVE PrEMIUMS.........vvreviiririrreirrireeseessseeseessseeesssssesessessssessesssssssess | sessssessessssessesssssssesessssessesssssssense | sesessssessessssnssessssssessessssssessesssses | siessessssessessessssessesssassessessnsesses 0
14.  Reinsurance:
14.1 Amounts recoverable from FBINSUIEIS. ..o | st | ersbsiissi bbb ssbiens | orssenssnss bbb bbb ees 0
14.2  Funds held by or deposited with reinSUred COMPANIES............cureriieriereieiiniieiriens | ceerereeesierinsieseesse s sesiessssines | crseesessssssseess s essssisseseniens | sbsteessessessnesss s ese s ssessees 0
14.3 Other amounts receivable under reiNSUrANCE CONITACES.............cuciuciiciiciicieineies | o | et sbsssiens | oresnes bbb 0
15. Amounts receivable relating to UNINSUIEA PIANS............ceeuririiiiniieieineireieieesieiesesieees | et sesssissis | seesessessssssessess st ssb s nessessssbsesnsses | sebesssssessassssesessessesssssessensaneas 0
16.1 Current federal and foreign income tax recoverable and iNtereSt thErEON...........cccvuririrces | cerrireireiriinieereeenies | e sb st neniens | sbnebesiess bbbt essees 0
16.2 NEt dEfEITEA TAX @SSEE.........ciuiicii bbb | chbsebb e bbbttt eenes | coneb e bbbt | eni e 0
17, Guaranty funds reCeiVable OF ON AEPOSIL...........cureriueierierrieieeir ettt eeesesessenes | eebreeseisessestsetse st st ssssessessessentas | seesessessasssessessessastassessessensanssnssns | sesssssesssssasssesessessessassssssessaseas 0
18. Electronic data processing equipment and SOfWare.............coeeenrereereineeneireieeseeneiseeeeens 210,788,205 | ..o 9,852,572 | .o (935,633)
19.  Furniture and equipment, including health care delivery assets...........coonrrrenrenenniinenes | corereerrinenereeeseees 1,216,561 | oo 3,517,645 | oo, 2,301,084
20. Net adjustment in assets and liabilities due to foreign EXChaNGe FaLES...........covririrriiiris | et | e sssssens | resiesi s 0
21. Receivables from parent, subsidiaries and affiliates...........c..ovririrrrrninrrernrrnies | vt ssens | seseeessess st eees 14,965 | oo 14,965
22. Health care and other amounts reCEIVADIE...........ceuieirieecieice et | rreseseseses s ssseses s 81,095 | oo 1,799,630 | coovvveeeceeeeeie 1,718,535
23.  Aggregate write-ins for other than invested @SSEtS...........c.ovuiriiierreiieeserenns | s 1,342,426 | oo 1,301,769 | v (40,657)
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (Lines 10 through 23)..........cccereninenenenineinenensenenenessesssinesseesesssnennens | coneenersessssnsnenenneens 18,811,010 | i 21,206,960 | ..o 7,395,950
25.  From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS..........ccvuees | correreuriniiniineineieiseineiseisiesinees | reeieesnsineseee st seesessesssssssssssesss | rsbsessssessssssessessessssssssessessesens 0
26. TOTALS (LINES 24 NG 25).......couriririreceieniieesissssessssesssessssesssssssesssssssssssssesssssssesssns | oesssssssssssnsesssssesnns 13,811,010 | evvvercrrericens 21,206,960 | ooooucvercrirerierrienens 7,395,950
DETAILS OF WRITE-INS
0907, ettt R R | et iRttt renes | eheb ettt neni s | Sheene et 0
0902, ..ottt Rk | enbs Rk s et renes | Seeb et | Sheess et 0
0903, ..ottt | enb sttt s | eheb ettt | Sheeet et 0
0998. Summary of remaining write-ins for Line 9 from overflow page
0999. Totals (Lines 0901 thru 0903 plus 0998) (LiNE 9 @DOVE).........couiuirniiriiiiniiniiisissinnissinsines | corresninisssiseseessesseseesessenssseens 0 ] e (O 0
2307, PrEPAIt EXPEINSES. .....ucvueeeereireiseeseeetseesessesssetsessee st sssse e sssssess s ss s bsess st b sssestanes | brebsesssstasssssessessaseees 1,201,662 | .ocoereeeereeeireieinae 1,246,705 | oo 45,043
2302. Other ACCOUNLS RECEIVADIE. .........c.eiiiieciricieceee ettt ettt esas | oressesssssssessestese e eseees 140,764 | .oooeeeeeeeeene 55,064 | oo (85,700)
2803, etk R et | SeeEs Rt n et | SEieeRt Rttt enns | eeet ettt 0
2398. Summary of remaining write-ins for Line 23 from oVerflow page...........coucueueenerneineiines | v 0 | e O T 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (LiNE 23 8DOVE)........ccuurrvurrererernrersrissrississseseesseens | rereenssenssenesersserescnens 1,342,426 | oo 1,301,769 | oo (40,657)
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EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enroliment Year Quarter Quarter Quarter Year Months
1. Health MaiNteNaNCe OrGANIZAtIONS. ..........eveirrieireirrieriireieisee ettt s st b st es b tees | ebsesessesntessessesansassessnses 554,666 | ..vvvereriiririeinnineeinniens 538,941 | .o 530,418 | ..o 527,316 | oo 525,226 | ..ovvevreeieieieiinns 6,367,506
2. PrOVIEr SEIVICE OFGANIZALIONS. .......cvevuiieireiseiriieiseistie et ses e s ettt s b s s s s s sstes et st essessesessesses | £etessessesssessnssnsassessnsassessnsastesnsans | tessesssssssessssassessesnsassessnsnssessesantess | setessessesssessesssassessesessessesnssassessnss | oesessesessessessssassessssassessesassessessssasse | sesstessessesssessessesassessssassessesantessesns | ceessessesassessessssessesssessessesassessesantes
3. Preferred ProVIAEr OTGANIZAtIONS. ........c..cvieriericriciie i | frtbsee bbbttt bbb s et | Heebte bt sttt bbbttt | £hneb et bbbt s st eens | Hhieb ettt n s | HhseE R sk ks | Shben e
4. POINE Of SEIVICE......vuuvererereiise iR | Shb e eR Rt n e | Hebiee st nennts | Shesenes et s st ennen | Sesies Rttt n et | eebeees ettt nenes | chbsne bR
D INAEIMINIEY ONIY.....eeeee bbbt | Hhetb R e e e bbb Rt s bbb ntenbens | Hhebee R bbb st s | Hhebe R s bbb st enies | HEebe bRt bbbt bne | Shebine st n bbbt ies | Shee st
6.  Aggregate write-ins for Other lINES OF DUSINESS............vuiiririiiiiiiiisc bbbt | chntbses sttt 0 [ 0 [ o 0 | e 0 [ 0 [ o 0
T L0l | eneR e 554,866 | ...ooiivirriririnininesiiians 538,941 | oo 530,418 | oo 527,316 | oo 525,226 | ..o 6,367,506
DETAILS OF WRITE-INS
080T, oeeeeeeessseressseesssse s es s8R R R R SRR R 0008 | HEEE SRR RS R R | R4 AR AR R R R R RS | 4R R R R Rk Rt | SRR AR R SRR AR R RS R | SRR AR | HRE R
0B02. .voeeevesssressseesssse s s es st R R R R RS R R 0148 | HEEE SRR SRR AR R | R4 S1E R AR R R R R R RS | LR R R R R Rt | SRR AR SRR R R R | SRR AR R | HHE R
0803, .eoeeeeessseressseesssse s es s8R £ RE R R R R R RS 4ER R0 008 | HHEE SRR R R RS R R0 | HE81eE RS AR E RS R R R RS | 4EERE R R R Rk | SRR AR RS R R | HERE AR | HRE R
0698. Summary of remaining write-ins for Line 6 from OVEMIOW PAGE............cuuiuiiiiiriiese et | cebeebeeess st (O OO 0 [ o (O OO L0 OO 0 [ o 0
0699. Totals (Lines 0601 thru 0803 plus 0698) (LINE B BDOVE).....cvu.uuueeesureresusrrsesssenessssesssssesessssessssesssssesss s ssssnessssssssssnsses | sessssssssssssssssssssssssssssssssssssssseees (ORI 0 [ e (PN 0 | 0 [ e 0




Statement as of December 31, 2009 of the Blue Care Network of Michigan

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Accounting Practices

The financial statements of Blue Care Network of Michigan (BCN) are
presented on the basis of accounting practices prescribed or permitted by the
Michigan Office of Financial and Insurance Regulation (OFIR).

OFIR recognizes only statutory accounting practices prescribed or permitted by
the State of Michigan for determining and reporting the financial condition and
results of operations of an insurance company. The National Association of
Insurance Commissioners’ (NAIC) Accounting Practices and Procedures
Manual (NAIC SAP) has been adopted as a component of prescribed or
permitted practices by OFIR. OFIR has adopted certain prescribed accounting
practices that differ from those found in NAIC SAP.

A reconciliation of BCN'’s net income and capital and surplus between NAIC
SAP and practices prescribed and permitted by the State of Michigan is shown
below:

2009 2008
Net Income, Michigan basis $ 62,769,309 $ 85,590,267

State Prescribed Practices:
None - -

State Permitted Practices:
None - -

Net Income, NAIC SAP basis $ 62,769,309 $ 85,590,267

Statutory Capital and Surplus,
Michigan basis $ 416,611,233 $ 336,739,823

State Prescribed Practices:
None - -
State Permitted Practices:

None - -

Statutory Capital and Surplus,
NAIC SAP basis $ 416,611,233  § 336,739,823

B. Use of Estimates in the Preparation of the Financial Statements
The preparation of financial statements, in conformity with Statutory Accounting
Principles, requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenue and expenses during the period. Actual results
could differ from those estimates.

C. Accounting Policy
BCN uses the following accounting policies:

(1) Short-term investments are stated at amortized cost.

(2) Bonds not backed by other loans are stated at amortized cost using the
scientific interest method.

(3) Common Stocks are stated at fair value.

(4) Preferred Stocks — NOT APPLICABLE

25



Statement as of December 31, 2009 of the Blue Care Network of Michigan

(12)

(13)

Mortgage loans on real estate — NOT APPLICABLE

BCN loan-backed securities are stated at either amortized cost or the lower
of amortized cost or fair value. Premiums and discounts on loan-backed
securities and structured securities are amortized using the retrospective
method based on anticipated prepayments at the date of purchase.
Prepayment assumptions are obtained from broker dealer survey values or
internal estimates. Effective September 30, 2009 with the implementation
of Statement of Statutory Accounting Principles No. 43 — Revised Loan-
backed and Structured Securities, changes in estimated cash flows from
the original purchase assumptions are accounted for using the prospective
method.

BCN records its investment in certain affiliated grantor trusts, Blue Care
Network Medical Malpractice Self-Insurance Trust (Malpractice Trust) and
Blue Care Network Stop-Loss and Casualty Self-Insurance Trust (Stop-
Loss Trust), as other invested assets using the adjusted audited GAAP
equity method.

BCN records its investment in BCN Service Company (BCNSC), a wholly
owned subsidiary, using the audited GAAP equity method.

BCN records its investment in BlueCaid of Michigan (BlueCaid), a wholly
owned subsidiary, using the audited Statutory equity method.

For the investments in Malpractice Trust, Stop-Loss Trust, BCNSC, and
BlueCaid, BCN reports the increase or decrease in the investment as a
change in unrealized gain or loss for capital and surplus.

Investments in joint ventures, partnerships and limited liability companies —
NOT APPLICABLE

Derivatives — NOT APPLICABLE
Investment income in premium deficiency calculation — NOT APPLICABLE

Claims Unpaid — The claims unpaid liability for incurred but unpaid and
unreported hospital and medical claims is accrued in the period during
which the services are provided, and includes actuarial estimates of
services performed which have not been reported by providers to BCN.
Such estimates are based on historical claims experience modified for
current trends and changes in benefits provided. Revisions in actuarial
estimates are reported in the period in which they arise. BCN has
reinsured certain of its claims liabilities through an affiliated self-insurance
trust. Processing expense related to claims is accrued based on an
estimate of expenses to process such claims.

At December 31, 2009, BCN had no change in its capitalization policy from
the prior period.

Pharmaceutical rebate receivables are estimated based on historical rebate
trends and membership.

2. Accounting Changes and Corrections of Errors — NOT APPLICABLE

3. Business Combinations and Goodwill - NOT APPLICABLE

4. Discontinued Operations — NOT APPLICABLE

5. Investments

A

B
C.
D

Mortgage Loans, including Mezzanine Real Estate Loans — NOT APPLICABLE

. Debt Restructuring — NOT APPLICABLE

Reverse Mortgages — NOT APPLICABLE

. Loan-Backed Securities —

25.1



Statement as of December 31, 2009 of the Blue Care Network of Michigan

F.

G.

(2) Prepayment assumptions are obtained from broker dealer survey values or
internal estimates.

BCN does not have any other-than-temporary impaired loan-backed securities
nor does BCN have any loan-backed securities in an unrealized loss position;
therefore, all notes other than 5 D(2) are — NOT APPLICABLE.

Repurchase Agreements and/or Securities Lending Transactions — NOT
APPLICABLE

Real Estate — NOT APPLICABLE

Investments in low-income housing tax credits (LIHTC) - NOT APPLICABLE

6. Joint Ventures, Partnerships and Limited Liability Companies — NOT APPLICABLE.

7. Investment Income

A.

BCN non admits investment income due and accrued based on an assessment
of collectability and whether the amounts are over 90 days past due.

BCN admitted all accrued investment income as of December 31, 2009 and
2008, respectively.

8. Derivative Instruments — NOT APPLICABLE

9. Income Taxes

A

B.

E.

F.

Deferred Tax Assets or Deferred Tax Liabilities — NOT APPLICABLE.

Unrecognized Deferred Tax Liabilities — NOT APPLICABLE

. Components of income tax incurred - BCN has been recognized by the Internal

Revenue Service under Internal Revenue Code Section 501(c)(4) as an
organization exempt from tax under Section 501(a). In 2009 and 2008, BCN
recorded a $174,426 tax benefit and $191,383 tax expense, respectively on
unrelated business income. There are no deferred income tax assets or deferred
income tax liabilities, no investment tax credits, and no loss carry forward.

Significant book to tax adjustments — NOT APPLICABLE
Loss carry forwards, credit carry forwards - NOT APPLICABLE

Consolidated tax filing — NOT APPLICABLE

10. Information Concerning Parent, Subsidiaries, Affiliates and Other Related Parties

A

On a routine basis, BCN conducts business transactions with its parent, Blue
Cross Blue Shield of Michigan (BCBSM) and affiliates: Blue Care of Michigan
(BCMI), a subsidiary of BCBSM; Malpractice Trust; Stop-Loss Trust; Accident
Fund Insurance Company of America (AFICA), a subsidiary of BCBSM; BCBSM
Foundation, a subsidiary of BCMI; BCNSC; BlueCaid; and Health Care
Exchange, LTD, d/b/a DenteMax (DenteMax), a former subsidiary of BCBSM
which was sold in 2009.

Transactions with BCBSM include payments for health benefit coverage;
processing and payment of certain claims and capitation; underpayments and/or
overpayments due to and from hospitals; management, administrative and
professional services; building rent; purchased services including agent fees.
Transactions with affiliates include funds collected upon another’s behalf;
capitation payments; management, administrative and professional services;
worker’'s compensation coverage; malpractice liability coverage; insolvency
coverage and reduced deductibles for property, general liability, automobile and
fidelity .

Administrative support fees paid to affiliates were allocated to the statutory
administrative expense categories of cost containment, other claims adjustment,
general administrative and investment expenses, based on the affiliate’s
statutory administrative expense categories. These statutory administrative
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expense categories were further allocated to detailed expense accounts based
on the affiliate’s expense detail.

C. For the years ended December 31, 2009 and 2008, respectively, $1,069,479,575
and $772,280,371, were billed from the parent, subsidiaries, and affiliates for the
operating activities detailed above, $59,320,267 and $50,713,820 were billed to
parent, subsidiaries, and affiliates, with the majority of the transactions related to
the parent BCBCM.

D. Except for reinsurance ceded and ceded reinsurance premiums payable, all
related party receivable and payable balances are classified as either amounts
due from or to parent, subsidiaries and affiliates or claims unpaid.

At December 31, 2009 and 2008, respectively, BCN had $14,088,156 and
$7,112,366 in related party receivables, and $157,859,315 and $82,339,412 in
related party payables, with the majority of the transactions related to the parent
BCBCM.

As detailed in Note 12, BCN has a long-term postretirement obligation transfer
agreement with BCBSM.

E. Affiliate Guarantees — NOT APPLICABLE

F. BCN has agreements with its parent and affiliates under which both or either
parties may provide services to each other. The agreements provide for monthly
payments and a year-end settlement based on actual cost of services performed.

G. BCN; BCNSC; BlueCaid; BCBSM; BCMI; BCBSM Foundation; LifeSecure
Insurance Company, an affiliate of BCBSM; Accident Fund Holdings, Inc., the
parent of AFICA; and CWI Holdings, Inc., a subsidiary of AFICA; have some
common officers and members on their respective governing boards.

H. Ownership in upstream affiliate or parent — NOT APPLICABLE

I. BCN performs the test of “significance of an investment to the reporting entity’s
financial position and results of operations,” as required by SSAP No. 97,
Investments in Subsidiary, Controlled and Affiliated Entities, A replacement of
SSAP No. 88. BCN's carrying value of its investments in the Stop-Loss Trust,
Malpractice Trust, BCNSC and BlueCaid does not exceed 10% of BCN’s total
admitted assets.

J. Investment impaired — NOT APPLICABLE
K. Investment in a foreign insurance subsidiary — NOT APPLICALE

L. Investment in downstream noninsurance holding company — NOT APPLICABLE

11. Debt
A. Debt and Holding Company Obligations — NOT APPLICABLE
B. FHLB (Federal Home Loan Bank) Agreements

(1) BCN became a member of the Federal Home Loan Bank of Indianapolis
(FHLBI) on December 10, 2009 in order to obtain short-term, long-term and
line-of-credit borrowing privileges. As of December 31, 2009 BCN has not
exercised any of these options. It is part of BCN'’s strategy to utilize the
future cash advances for operations, and any funds obtained from the FHLBI
for use in general operations would be accounted for consistent with SSAP
No. 15, Debt and Holding Company Obligations as borrowed money. The
table below indicates the amount of FHLBI stock purchased, collateral
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pledged, assets and liabilities related to the agreement with FHLBI:

2009
(2) FHLBI stock purchased as part of the agreement $ 606,600
(3) Collaterial pledged to the FHLBI NOT APPLICABLE
(4) Borrowing capacity currently available 12,132,000
(5) Agreement assets and liabilities NOT APPLICABLE

12. Retirement Plans, Deferred Compensation, Post-employment Benefits and
Compensated Absences and Other Postretirement Benefit Plans

Effective January 1, 2009, all employees of BCN, except for employees working at
BCN’s health center facility, became employees of BCBSM and were assigned to
BCN. As part of the employee transfer, BCBSM assumed the legal obligation for
the pension and other postretirement benefits for the former BCN employees
(assigned employees) and all retirees. BCN paid $2,578,834 to BCBSM for the
2008 pension obligation. In exchange for assuming the unfunded postretirement
obligation of $72,152,782, the parties executed an intercompany transfer
agreement, whereby BCN will repay the obligation assumed by BCBSM with annual
installments over a 20 year term. BCN paid $5,073,036 during 2009 to reduce this
obligation.

Future minimum payments under the BCBSM postretirement transfer agreement as
of December 31, 2009, are as follows:

2010 $2,142,242
2011 3,607,639
2012 3,607,639
2013 3,607,639
2014 3,607,639
2015 and thereafter 50,506,948
Total $67,079,746

A. Defined Benefit Plan

Prior to January 1, 2009, substantially all employees of BCN, who met certain
requirements of age and length of service, were covered by defined benefit
retirement plans administered by BCBSM. BCN’s policy was to fund accrued
retirement costs, as determined by BCBSM'’s consulting actuaries, to the extent
permitted by Internal Revenue Code. These benefits were subject to revision at
the discretion of the Board of Directors for non-represented employees and
subject to collective bargaining agreements for represented employees.

Prior to January 1, 2009, BCN provided certain postretirement health care
benefits to substantially all employees that met certain age and length of service
requirements under a plan that was administered by BCBSM. This plan was
“pay-as-you-go” and as such, had no asset allocations. Benefits were funded as
incurred. This was a non contributory plan for represented employees and
contributions of $30,841 had been made by non-represented retirees for 2008.

A summary of assets, obligations, and assumptions of the pension and other
postretirement benefit plans at the plan’s measurement date of September 30,
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2008, and as allocated to BCN from BCBSM, are as follows at December 31,

2008:

Change in benefit obligation:
Benefits obligation — January 1, 2008
Service cost
Interest cost
Amendments
Actuarial loss (gain)
Benefits paid

Benefits obligation — December 31, 2008

Change in plan assets:
Fair value of plan assets — January 1,2008
Actual return on plan assets
Employer contribution
Benefits paid
Fair value of plan assets —
December 31, 2008

Funded Status:
Funded status - underfunded
Unamortized prior service cost
Unrecognized net (gain) loss
Additional liability
Contribution between measurement date
and fiscal year end

Funded status as shown on the statement of
admitted assets, liabilities, capital and
surplus - statutory basis at December 31,
2008

Elimination of pension and post retirement
obligation on January 1, 2009

Pension Benefits

Postretirement

Benefits
$ 111,280,889 $56,756,298
6,464,333 3,035,826
6,857,950 3,430,197
360,776 (3,216,219)
(25,486,374) (11,368,685)
(6,474,850) (3,094,939)
$ 93,002,724 $45,542,478
$ 113,507,400 $
(20,924,262)
3,965,057
(6,186,084)
$ 90,362,111 $

$  (2,640,613)
973,328
(13,211,147)
(12,931)

28,453

$(45,542,478)
(6,958,396)
684,656

$ (14,862,910)

$(51,816,218)

$ 14,862,910

$ 51,816,218

Net amount recognized at December 31, 2009 $ -

The accumulated benefit obligation for all defined benefit pension plans was
$85,741,445 at September 30, 2008.

2008

Pension Benefits

Postretirement

Benefits

Benefit obligation for non vested employees $ 755,066 $12,589,997
Components of net periodic benefit cost:

Service Cost $ 6,464,333 $ 3,035,826

Interest Cost 6,857,950 3,430,197

Expected return on plan assets (8,997,322)

Amortization of unrecognized (gain) loss (10,861) 374,755

Amount of prior service cost

recognized 102,090 (577,980)

Total net periodic benefit cost $ 4,416,190 $ 6,262,798

The weighted-average assumptions as of December 31, 2008 were as follows:
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2008
Pension Benefits Postretlr(?ment
Benefits
Discount rate 8.45 % 8.35%
Rate of compensation increase 4.75 % N/A
Expected long-term rate of
return on plan assets 9.00 % N/A

For 2008 measurement purposes, the heath care trend rate on covered
postretirement benefits was assumed to be 7.75% for 2008, ratably decreasing to
5.00% by 2015 and all years thereafter.

The defined benefit retirement plans weighted-average target asset allocation
and actual asset allocation at December 31, 2008, by asset category were as

follows:
Asset Category Target 2008
Equity securities 70.0 % 62.0 %
Debt securities / Fixed Income 25.0 % 31.0 %
Other 5.0 % 7.0 %
Total 100.0 % 100.0 %

BCBSM had developed an asset allocation policy based on its objectives,
characteristics of pension liabilities, capital market expectations, and asset-
liability projections. This policy was long-term oriented and consistent with
BCBSM'’s risk posture. BCBSM used a mix of core and satellite managers to
implement its asset allocation policy. BCBSM reviewed its asset mix on a
periodic basis and reallocates its portfolio at any time there is a material deviation
in the asset class as described in the allocation policy. The policy included a
target allocation, as included in the table above, and a range of plus or minus 3
percent of the target established. Asset allocations were outside of the target
range variances due to the fact that market value reductions on equity securities
exceed those on debt securities in 2008. BCBSM rebalanced pension asset
allocations as provided in the guidelines as market conditions allowed.

Since BCBSM assumed the legal obligation for BCN’s defined benefit pension
plans, BCN does not expect to contribute to a defined benefit pension plan in
2010.

Non-Qualified Plans - Retirement benefits included in the above note 12 tables,
were provided for a group of key assigned employees under non-qualified
defined benefit pension plans administered by BCBSM. The general purpose of
the plans is to provide additional retirement benefits to participants who are
subject to the contribution and benefit limitations contained in the Internal
Revenue Code. Benefits under the plans were unfunded and paid out of general
assets of BCN.

Deferred Compensation Plan - A group of key assigned employees and
members of BCN’s Board of Directors have a deferred compensation benefit plan
administered by BCBSM. Under the plan, eligible participants could have elected
to defer to a future period a portion of salary or director fees that were earned
and normally payable as services are rendered. Elections to defer compensation
must have been made prior to the end of the month for deferrals to become
effective in the following month. Deferred amounts were unfunded and paid out
of the general assets of BCN.

B. Defined Contribution Plans — All assigned employees who had completed
three months of continuous service could have elected to participate in savings
plans administered by BCBSM, which were qualified under Section 401(k) of the
Internal Revenue Code. Participating employees could have elected to contribute
to the plans and BCN matched a portion of the employees’ contributions after
one year of continuous service. BCN'’s contributions were $2,097,781 and
$2,323,934 in 2009 and 2008, respectively.

C. Multi-employer Plans — NOT APPLICABLE.
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13.

14.

D. Consolidated/Holding Company Plans

Beginning January 1, 2009, BCN assigned employees and all BCN retirees
participate in qualified and non-qualified noncontributory defined benefit pension,
qualified defined contribution and deferred compensation plans sponsored by
BCBSM, the parent company. In addition, all BCN retirees participate in certain
other postretirement benefits offered for retired employees through a plan
sponsored by BCBSM. BCN has no legal obligation for benefits under these
plans. BCBSM allocates amounts to BCN based on the specific attributes of the
assigned employees determined by outside actuaries. For 2009, BCN’s share of
net expense for qualified and non-qualified pension plans and for other
postretirement benefit plans was $7,707,881 and $6,291,396, respectively.
Amounts due to BCBSM related to 2009 expenses were $1,378,300 at
December 31, 2009.

E. Post employment Benefits and Compensated Absences — NOT APPLICABLE

F. Impact of Medicare Modernization Act on Postretirement Benefits — NOT
APPLICABLE

Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-
Reorganizations.

(1) BCN has 500 shares authorized, 100 shares issued and outstanding. All shares
are one class of common stock and have a par value of $100 per share.

(2) Preferred stock — NOT APPLICABLE.

(3) BCN’s Articles of Incorporation do not allow dividends.

(4) Dividends Paid — NOT APPLICABLE

(5) BCN’s Articles of Incorporation state that no dividends shall be directly paid on
any shares nor shall the shareholders be entitled to any portion of the earnings
derived through increment of value upon its property or otherwise incidentally

made.

(6) There were no restrictions placed on the BCN’s surplus, including for whom the
surplus is being held.

(7) The total amount of advances to surplus not repaid - NOT APPLICABLE
(8) The amount of stock held by BCN for special purposes — NOT APPLICABLE
(9) Special surplus funds changes — NOT APPLICABLE

(10) The portion of unassigned funds (surplus) represented by cumulative unrealized
gains and losses is an unrealized gain of $83,174,786 as of December 31, 2009.

(11) Surplus Notes — NOT APPLICABLE
(12) Impact of any restatement due to quasi-reorganization — NOT APPLICABLE

(13) Effective dates of all quasi-reorganizations in the prior 10 years is/are — NOT
APPLICABLE

Contingencies

A. Contingent Commitments — NOT APPLICABLE
B. Assessments — NOT APPLICABLE

C. Gain Contingencies — NOT APPLICABLE

D

. Claims Related to Extra Contractual Obligations and Bad Faith Losses Stemming
from Lawsuits — NOT APPLICABLE

E. All Other Contingencies
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BCN is a party to litigation arising in the course of business. After consultation
with legal counsel, management estimates that these matters will be resolved
without material adverse effect on BCN’s future statutory basis financial
statements. BCN has no assets that it considers to be impaired.

15. Leases
A. Lessee Operating Lease
(1) Lessees leasing arrangements

BCN has entered into certain cancelable building leases with BCBSM. Rent
expense paid to BCBSM in 2009 and 2008 was $2,014,729 and $2,048,441,
respectively.

BCN also leases office buildings under operating leases with different
unrelated parties. Rent expense under these leases was $4,845,951 and
$5,084,411 in 2009 and 2008, respectively.

BCN has the option to purchase its headquarters building but has not
exercised such option. The purchase price increases by 3% per year
thereafter through the first 5 years of the lease. If the decision to purchase
the building occurs after the first 5 years, BCN shall attempt to negotiate a
reasonable price. BCN also has the option at the expiration of the lease at
June 30, 2015, to extend the lease for 3 terms of 5 years each with prior
written notice.

(2) Noncancelable leases

(a) At December 31, 2009, the minimum aggregate rental commitments are

as follows:
Year Ending December 31 Operating Leases
2010 4,796,650
2011 4,931,630
2012 5,068,178
2013 5,206,351
2014 3,876,257
2015 and thereafter 1,938,128
Total $ 25,817,194

(b) Non-cancelable subleases — NOT APPLICABLE
(3) Sales-leaseback transactions — NOT APPLICABLE
B. Lessor Leases — NOT APPLICABLE

16. Information About Financial Instruments With Off-Balance Sheet Risk and Financial
Instruments With Concentrations of Credit Risk — NOT APPLICABLE

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities
A. Transfers of Receivables Reported as Sales - NOT APPLICABLE
B. Transfer and Servicing of Financial Assets — NOT APPLICABLE
C. Wash Sales — NOT APPLICABLE

18. Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured
Portion of Partially Insured Plans —

A. ASO Plans — NOT APPLICABLE
B. ASC Plans — NOT APPLICABLE

C. Medicare or Other Similarly Structured Cost Based Reimbursement Contract

1. Revenue from BCN’s Medicare Part D cost based reimbursement portion of the
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2.

contract for the years 2009 and 2008, respectively, consisted of $1,788,635 and
$1,229,548 for reinsurance subsidy and $1,195,040 and $993,265 for low-income cost
sharing subsidy.

As of December 31, 2009 and 2008, respectively, BCN had recorded receivables from
the following payors whose account balances are greater than 10% of BCN’s amounts
receivable from uninsured accident and health plans or $10,000:

2009 200

Centers for Medicare & Medicaid Services (CMS) $302,942 $85,004

In connection with BCN’s Medicare Part D cost based reimbursement portion of the
contract, BCN has recorded allowances and reserves for adjustment of recorded
revenues in the amount of $0 and $276,308 at December 31, 2009 and 2008,
respectively.

BCN has made no adjustment to revenue resulting from audit of receivables related to
revenues recorded in the prior period.

19. Direct Premium Written/Produced by Managing General Agents/Third Party
Administrators — NOT APPLICABLE

20. Other Items

A. Extraordinary Items — NOT APPLICABLE

B. Troubled Debt Restructuring — NOT APPLICABLE

C. Other Disclosures

Statutory Deposit - As a condition of maintaining BCN'’s certificate of authority
with the State of Michigan, BCN is required to maintain a deposit in a segregated
account of $1,000,000, which is the maximum required for a Health Maintenance
Organization. These funds can only be used by BCN at the direction of the
Insurance Commissioner of the State of Michigan. The funds are invested in an
exempt money market mutual fund. Interest on these funds accrues to BCN.

Industry Concentration - BCN primarily conducts business within the State of
Michigan, and a significant portion of BCN’s customer base is concentrated in
companies that are part of the automobile manufacturing industry. Receivables
from these customers approximate $367,957 and $1,136,144 at December 31,
2009 and 2008, respectively. BCN held no investments in these customers’
equity securities, corporate bonds, commercial paper, and medium term notes at
December 31, 2009 and 2008.

Family Health Center - BCN provided health care services by operating its own
health facility until September, 30, 2009.

National Health Care Reform - Addressing the affordability and availability of
health insurance, including reducing the number of uninsured, is a major initiative
of President Obama and the U.S. Congress, and proposals that may address
these issues are pending in the U.S. Congress. The proposals vary and include
measures that would change the dynamics of the health care industry and/or the
employer’s role in the provision of benefits. Any comprehensive health care
reform package enacted will likely be phased in over a number of years and
would be subject to a broader regulatory process. Because of the unsettled
nature of the proposals and the numerous steps required to implement them
BCN remains uncertain as to the ultimate impact these changes will have on its
business.

Purchase Agreement — On September 14, 2009, BCN and BCNSC entered into
an agreement with Sparrow Health System (SHS), Physicians Health Plan of
Mid-Michigan (PHP), a wholly owned subsidiary of SHS, and Physicians Health
Plan of Mid-Michigan TPA, Inc. (TPA), a wholly owned subsidiary of PHP.

BCN has agreed to purchase certain contractual rights with respect to the PHP

membership from PHP, all shares of common stock of Physicians Health Plan of
Mid-Michigan — Family Care (PHP-FC) and PHPMM Insurance Company
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21.

(PHPMM Insurance) from PHP, all of the ownership interest in Physicians Health
Network (PHN) from SHS, and certain assets of the TPA. Both PHP-FC and
PHPMM Insurance are wholly owned subsidiaries of PHP, and PHN is a non-
stock wholly owned subsidiary of SHS.

The purchase is subject to state regulatory approval and other customary
conditions.

D. Uncollectible Premiums and Premiums Receivable — NOT APPLICABLE
E. Business Interruption Insurance Recoveries — NOT APPLICABLE
F. State Transferable Tax Credits — NOT APPLICABLE

G. Subprime-Mortgage-Related Risk Exposure — NOT APPLICABLE

Events Subsequent

Type | and Type Il subsequent events have been considered through February 26,
2010 for the annual statement submitted on February 26, 2010. There are no
subsequent events that require disclosure under SSAP No. 9R, Subsequent Events

(Revised).

22. Reinsurance

A. Ceded Reinsurance Report

BCN accounts for its transactions with the Stop-Loss Trust as if it were ceded
reinsurance in compliance with the NAIC annual statement instructions and SSAP
No. 61. Life, Deposit-Type and Accident and Health Reinsurance. The Stop-Loss
Trust covers risks incurred in excess of a retention amount. BCN is responsible for
inpatient hospital claims up to $150,000 per member each year (the deductible)
and has an agreement with the Stop-Loss Trust to cover the claims incurred over
the deductible. The Stop-Loss Trust also provides insolvency coverage.

Section 1 — General Interrogatories

1. Are any of the reinsurers, listed in Schedule S as non-affiliated, owned in excess
of 10% or controlled, either directly or indirectly, by the company or by any
representative, officer, trustee, or director of the company?

Yes () No (X)
If yes, give full details.

2. Have any policies issued by the company been reinsured with a company
chartered in a country other than the United States (excluding U.S. Branches of
such companies) that is owned in excess of 10% or controlled directly or indirectly
by an insured, a beneficiary, a creditor or an insured or any other person not
primarily engaged in the insurance business?

Yes( ) No (X)
If yes, give full details.
Section 2 — Ceded Reinsurance Report — Part A

1. Does the company have any reinsurance agreements in effect under which the
reinsurer may unilaterally cancel any reinsurance for reasons other than for
nonpayment of premium or other similar credit?

Yes () No (X)

a.) If yes, what is the estimated amount of the aggregate reduction in surplus of a
unilateral cancellation by the reinsurer as of the date of this statement, for those
agreements in which cancellation results in a net obligation of the reporting entity to
the reinsurer, and for which such obligation is not presently accrued? Where
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necessary, the reporting entity may consider the current or anticipated experience
of the business reinsured in making this estimate. NOT APPLICABLE

b.) What is the total amount of reinsurance credits taken, whether as an asset or as
a reduction of liability for these agreements in this statement? NOT APPLICABLE

2. Does the reporting entity have any reinsurance agreements in effect such that
the amount of losses paid or accrued through the statement date may result in a
payment to the reinsurer of amounts that, in aggregate and allowing for offset of
mutual credits from other reinsurance agreements with the same reinsurer, exceed
the total direct premium collected under the reinsured policies?

Yes () No (X)
If yes, give full details.
Section 3 — Ceded Reinsurance Report — Part B

1. What is the estimated amount of the aggregate reduction in surplus, (for
agreements other than those under which the reinsurer may unilaterally cancel for
reasons other than for nonpayment of payment or other similar credits that are
reflected in Section 2 above) of termination of ALL reinsurance agreements, by
either party, as of the date of this statement? Where necessary, the company may
consider the current or anticipated experience of the business reinsured in making
this estimate. $0

BCN participates in a plan of self-insurance.

2. Have any new agreements been executed or existing agreements amended,
since January 1 of the year of this statement, to include policies or contracts that
were in force or which had existing reserves established by the company as of the
effective date of the agreement?

Yes () No (X)

If yes, what is the amount of reinsurance credits, whether an asset or a reduction of
liability, taken for such new agreements or amendments? NOT APPLICABLE

B. Uncollectible Reinsurance
None
C. Commutation of Ceded Reinsurance
None
23. Retrospectively Rated Contracts and Contracts Subject to Redetermination

A. BCN estimates accrued redetermination premium adjustments and return
premium adjustments for its group health insurance contracts subject to
redetermination based on an examination of contract requirements in relation to
the rates charged for similar sized subscriber groups and the status of past
applicable audits.

BCN estimates accrued retrospective premium adjustments for its Medicare
Advantage health insurance contracts based on the funds received from CMS for
Medicare Part D designated as “Direct Subsidies”, “Low Income Subsidies
(Premium Portion)”, “Beneficiary Premium (Standard Coverage Portion)”, “Part D
Payment Demonstration” and “Risk Corridor Adjustment Payment”, as well as

any subsequent adjustments made by CMS.

B. Accrued redetermination premium adjustments and return premium adjustments
as well as retrospective premiums are recorded as an adjustment to earned
premium.

C. The amount of net premiums written by BCN that are subject to redetermination or

retrospective provisions was $425,375,715 and $326,283,823 for 2009 and 2008
respectively, representing approximately 19.26% and 15.26% of the total net

25.11



Statement as of December 31, 2009 of the Blue Care Network of Michigan

premiums written for commercial health for 2009 and 2008. No other premiums
written by BCN are subject to redetermination or retrospective provisions.

24. Change in Incurred Losses and Loss Adjustment Expenses - Activity in the liabilities
for unpaid claims and claims adjustment expenses at December 31, 2009 and 2008,
respectively is summarized as follows:

BALANCE—January 1

Incurred related to:
Current year
Prior year
Total incurred

Paid related to:

Annual Statement

2009
$ 291,852,121

1,993,389,907

(12,741,779)

2008
$ 292,189,620

1,912,675,462
(23,154,390)

1,980,648,128

1,889,521,072

Current year 1,727,907,866 1,628,103,273
Prior year 279,813,556 261,755,298
Total paid 2,007,721,422 1,889,858,571

BALANCE—December 31

Balance at December 31:
Liability for claims unpaid

Liability for unpaid claims adjustment expenses

Total

$ 264,778,827

$ 291,852,121

$ 257,864,801
6,914,026

$ 285,572,911
6,279,210

$ 264,778,827

$ 291,852,121

Changes in actuarial estimates of claims unpaid reported as “incurred related to
prior year” in the schedule above reflect revisions in estimates of medical cost
trends and changes in claims processing patterns.

25. Inter-company Pooling Arrangements — NOT APPLICABLE

26. Structured Settlements — NOT APPLICABLE

27. Health Care Receivables —

A. Pharmaceutical Rebate Receivables

Healthcare receivables include pharmacy rebates BCN receives from third party
vendors. These rebates are calculated using estimates based on historical rebate
trends and membership. Activity for the previous three years is summarized as

follows:
(1) @) 3) @) ®)
Estimated
Pharmacy Pharmacy Actual Rebates Actual Rebates Actual Rebates
Rebates as Rebates as Received Received Received
Reported on Billed or Within Within More
Financial Otherwise 90 days of 91 to 180 Days Than 180 Days
Quarter Statements Confirmed Billing of Billing After Billing
12/31/2009 $ 4,580,183 - $ 22,154 $ $
9/30/2009 4,594,059 - 277,562 -
6/30/2009 3,709,947 5,210,632 3,753,817 694,332 -
3/31/2009 3,780,355 5,078,246 3,112,839 1,866,683 7,455
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Quarter

12/31/2008
9/30/2008
6/30/2008
3/31/2008

12/31/2007
9/30/2007
6/30/2007
3/31/2007

B.Risk Sharing Receivables

BCN estimates the risk sharing receivable using actuarial estimates based on

$

@
Estimated
Pharmacy

Rebates as
Reported on
Financial

Statements

3,733,684
3,786,802
3,768,116
3,786,417

3,698,927
3,538,522
3,838,338
4,025,229

@

Pharmacy
Rebates as
Billed or
Otherwise

Confirmed

$ 5,356,083
4,979,729
4,237,122
4,339,595

$  4,239351
3,815,324
3,743,393
3,452,321

(€)

Actual Rebates

Received
Within
90 days of
Billing

$ 2,881,590
2,836,579
2,605,870

871,585

§ 266,407
2,191,016
778,478
213,215

“@

Actual Rebates

Received
Within

91 to 180 Days

of Billing

$ 2,854,895
2,133,503
2,277,526
3,476,296

$ 3,474,754
1,817,566
3,031,916
3,269,317

©)

Actual Rebates

Received
More

Than 180 Days

After Billing

$ 4,183

137,194
151,289
332,323

$ 644,244

633,528
696,258
1,054,390

historical claims experience modified for current trends and benefits as well as using
actual payments. BCN had risk sharing receivable of $4,750,000, $3,000,000, and
$10,071,237 at December 31, 2009, 2008, and 2007, respectively. Years ending

Calendar Evaluation Risk Sharing
Year Period Year Receivable
Ending as Estimated
and Reported
in the Prior
Year
2009 2009 $ 3,000,000
2010 XXX
2008 2008 $10,071,237
2009 XXX
2007 2007 $ 4,449,063
2008 XXX

Risk Sharing
Receivable
as Estimated
and Reported
in the Current

Year

$ 6,500,000
$ 4,750,000

$ -
$ 3,000,000

$ -
$10,071,237

Risk Sharing
Receivable
Invoiced

$ 9,500,000
XXX

$10,071,237
XXX

$ 6,467,742
XXX

Risk Sharing Actual Risk Actual Risk
Receivable Sharing Sharing
Not Invoiced Amounts Amounts
Collected in Collected
Year Invoiced First Year
Subsequent
$ - $ 9,500,000 $ -
$ 4,750,000 XXX
$ - $10,071,237 $ -
$ 3,000,000 XXX
$ - $ 6,467,742 $ -
$10,071,237 XXX

December 31, 2009, 2008, and 2007 were not offset by any risk sharing payables.

28. Participating Policies — NOT APPLICABLE

29. Premium Deficiency Reserves — NOT APPLICABLE

30. Anticipated Salvage and Subrogation — NOT APPLICABLE
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3.1
3.2

3.3

34
35

36
4.1

4.2

5.1
5.2

6.1

6.2

7.1
72

8.1
8.2

8.3
8.4

10.

11.1

11.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which

is an insurer? Yes[X]
If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such

regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing

disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model

Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards

and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ ]
State regulating? Michigan

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settiement of the
reporting entity? Yes[X]
If yes, date of change: 01/29/2009

No[ ]

NA[ ]

No[ ]

State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2007

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2007

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 06/30/2009

By what department or departments? Dept. of Energy, Labor & Economic Growth - Office of Financial and Insurance Regulation

Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial statement

filed with departments? Yes[ ] No[ ]
Have all of the recommendations within the latest financial examination report been complied with? Yes[X] No[ ]

During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination

thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial

part (more than 20 percent of any major line of business measured on direct premiums) of:

411  sales of new business? Yes[ ]
412  renewals? Yes[ ]
During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,

receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

421  sales of new business? Yes[X]
422  renewals? Yes[X]

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ ]
If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Co. Code State of Domicile

Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes[ 1]
If yes, give full information:

Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes|[ ]
If yes,

7.21  State the percentage of foreign control

7.22  State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ]
If response to 8.1 is yes, please identify the name of the bank holding company.

Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ]
If response to 8.3 is yes, please provide the names and locations (city and state of the main office) of any affiliates regulated by a federal

financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of

Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the

affiliate’s primary federal regulator.

N/A[X]
NA[ ]

No[X]
No[X]

No[ ]
No[ ]

No[X]

No[X]

No[X]

No[X]

1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB 0CC OTS FDIC SEC

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche LLP

600 Renaissance Center, Suite 900

Detroit, Michigan 48243-1895

What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
Joseph Bojman, FSA MAAA Director of Corporate Actuarial Services, Blue Cross Blue Shield of Michigan

600 Lafayette Detroit Tower MC 0825 Detroit, Michigan 48226

Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ]
11.11  Name of real estate holding company

11.12 Number of parcelsinvolved
11.13 Total book/adjusted carryingvalue

If yes, provide explanation.

26

No[X]
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12.1

12.2
12.3
124

13.1

13.11

132
13.21

133
13.31

14.

15.

16.

17.

18.1

18.2

19.1

19.2

20.1

20.2

211
21.2

221

22.2

22.3

224

22.5
22.6

23.1

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?
Have there been any changes made to any of the trust indentures during the year?

If answer to (12.3) is yes, has the domiciliary or entry state approved the changes? Yes|[ ]

Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions)
of the reporting entity subject to a code of ethics, which includes the following standards?

Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;
Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;

Compliance with applicable governmental laws, rules and regulations;

The prompt internal reporting of violations to an appropriate person or persons identified in the code; and

. Accountability for adherence to the code.

the response to 13.1 is No, please explain:

P oo o

=

Has the code of ethics for senior managers been amended?
If the response to 13.2 is Yes, provide information related to amendment(s).
The code of ethics were amended in order to revise the review process of reported conflicts.

Have any provisions of the code of ethics been waived for any of the specified officers?
If the response to 13.3 is yes, provide the nature of any waiver(s).

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?

Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties
of such person?

FINANCIAL

Has this statement been prepared using a basis of accounting other than Statutory Accounting Principles (e.g., Generally Accepted Accounting Principles)?

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

18.11  To directors or other officers

18.12  To stockholders not officers

18.13 Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
18.21  To directors or other officers

18.22 To stockholders not officers

18.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement?

If yes, state the amount thereof at December 31 of the current year:

19.21 Rented from others

19.22  Borrowed from others

19.23 Leased from others

19.24  Other

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments?

If answer is yes:

20.21  Amount paid as losses or risk adjustment

20.22 Amount paid as expenses

20.23  Other amounts paid

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?
If yes, indicate any amounts receivable from parent included in the Page 2 amount.

INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date (other than securities lending programs addressed in 22.3)?
If no, give full and complete information relating thereto.

For security lending programs, provide a description of the program including value for collateral and amount of loaned securities, and whether
collateral is carried on or off-balance sheet (an alternative is to reference Note 16 where this information is also provided).
BCN participates in a 3rd party custodial agreement.

Does the company's security lending program meet the requirements for a conforming program as outlined in the
Risk-Based Capital Instructions?

If answer to 22.4 is yes, report amount of collateral.

If answer to 22.4 is no, report amount of collateral.

Yes[X]

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, or has the reporting entity sold or transferred any assets subject to a put option contract that is currently in force?
(Exclude securities subject to Interrogatory 19.1 and 22.3)

26.1

Yes[ ]
Yes[ ]
No[ ]

Yes[X]

Yes[X]

Yes[ ]

Yes[X]

Yes[X]

Yes[X]

Yes[ ]

Yes[ ]

Yes[ ]

Yes [X]

No[ ]

Yes[X]

No[ ]
No[ ]
NA[ ]

No[ ]

No[ ]

No[X]

No[ ]

No[ ]

No[ ]

No[X]

No[X]

No[X]

No[ ]

NA[ ]

No[ ]
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

23.2

23.3

241
24.2

25.1

25.2

26.

26

26.02

26
26

26.1

271

27.2

27.3

28.

29.1
29.2

29.3

30.1
30.2

If yes, state the amount thereof at December 31 of the current year:
23.21 Subject to repurchase agreements
23.22 Subject to reverse repurchase agreements
23.23 Subject to dollar repurchase agreements
23.24 Subject to reverse dollar repurchase agreements
23.25 Pledged as collateral
23.26 Placed under option agreements
23.27 Letter stock or securities restricted as to sale
23.28 On deposit with state or other regulatory body
23.29 Other
For category (23.27) provide the following:
1 2 3
Nature of Restriction Description Amount
Restricted as to sale Federal Home Loan Bank Common Stock 606,600
Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No[X]
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ ] NA[X]
If no, attach a description with this statement.
Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the currentyear:
Excluding items in Schedule E-Part 3-Special Deposits, real estate, mortgage loans and investments held physically in the reporting entity's offices,
vaults or safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement
with a qualified bank or trust company in accordance with Section 3, lll Conducting Examinations, F - Custodial or Safekeeping Agreements of the
NAIC Financial Condition Examiners Handbook? Yes[X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
State Street Bank and Trust Company 801 Pennsylvania, Kansas City, MO 64105
Fidelity Investments Institutional Operations Co. 100 Magellan Way KW2B Covington, KY 4105
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 26.01 during the current year? Yes[ ] No[X]
If yes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration Depository Number(s) Name Address
Blue Cross Blue Shield of Michigan 600 E. Lafayette Blvd. Detroit, M 48226
Does the reporting entity have any diversified mutual funds reported in Schedule D-Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[ ] No[X]
If yes, complete the following schedule:
1 2 3 |
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
27.2999. TOTAL 0
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation

Provide the following information for all short-term and long-term bond:

1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
281 BONGS......oouiveeivieciieiesiesieseseissiesiest s esss s snsssnees | errnnes 751,699,196 | ........ 760,806,415 ..9,107,219

28.2 Preferred stocks

28.3  TotalS......coeveieeereecesiee e

28.4 Describe the sources or methods utilized in determining the fair values:
Securities Valuation Office of the NAIC and State Street Bank is the source for fair values.

s and all preferred stocks. Do not substitute amortized value or statement value for fair value.

Was the rate used to calculate fair value determined by a broker or custodian for any of the securities in Schedule D?
If yes, does the reporting entity have a copy of the broker's or custodian's pricing policy (hard copy or electronic copy) for all brokers or custodians

used as a pricing source?

If no, describe the reporting entity's process for determining a reliable pricing source for purposes of disclosure of fair value for Schedule D.

Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed?

If no, list exceptions:

26.2

Yes[X] No[ ]

Yes[X] No[ ]

Yes[X] No[ ]
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311
312

32.1
322

33.1
332

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

OTHER

Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any?

List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Blue Cross Blue Shield Association 410,254
Amercia's Health Insurance Plans 273,489
Amount of payments for legal expenses, if any?
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Bodman, LLP 28,800
Jones Day 44,440
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any?
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid

26.3

............................... 715,945

............................... 105,638
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

1.1 Does the reporting entity have any direct Medicare Supplement Insurance in force?
1.2 If yes, indicate premium earned on U.S. business only

1.3 What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

1.4 Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in ltem (1.2) above.
1.5 Indicate total incurred claims on all Medicare Supplement insurance.
1.6 Individual policies:

Most current three years:

1.61 Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:

1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives
1.7 Group policies:

Most current three years:

1.71  Total premium earned

1.72  Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:

1.74  Total premium earned

1.75 Total incurred claims

1.76  Number of covered lives

2. Health test: 1 2
Current Year Prior Year
2.1 Premium NUMErator.........cccocoevevveeveriens | covrreinnas 2,208,250,621 |................. 2,138,055,960
2.2 Premium Denominator............ccccceuvevnee. .2,208,250,621 |................. 2,138,055,960
2.3 Premium Ratio (2.1/2.2)....ccouvmmvmrimniinns | v 100.0 | v 100.0

2.4 Reserve Numerator,

2.5 Reserve Denominator...

2.6 Reserve Ratio (2.4/2.5).....

3.1 Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, and if the earnings of the reporting entity permits?

3.2 Ifyes, give particulars:

4.1 Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
dependents been filed with the appropriate regulatory agency?

4.2 If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?
5.1  Does the reporting entity have stop-loss reinsurance?

5.2 Ifno, explain:
Blue Care Network of Michigan participates in the BCN Stop-Loss & Casualty Self-Insurance Trust. Expiration date of 12/31/2009.

Unlimited coverage with a deductible of $150,000. BCN accounts for the activity with the Trust as if it were re-insurance.

5.3 Maximum retained risk (see instructions):
5.31 Comprehensive medical
5.32 Medical only
5.33 Medicare supplement
5.34 Dental and vision
5.35 Other limited benefit plan
5.36  Other

6.  Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including

hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other

agreements:

Hold harmless provisions are included in contracts with providers. Also, Blue Care Network of Michigan members have coversion rights to

Blue Cross Blue Shield of Michigan coverage.

In addition, a State mandated cash deposit is maintained, along with Stop-Loss Self-Insurance coverage which includes an insolvency clause.

7.1 Does the reporting entity set up its claim liability for provider services on a service date base?
7.2 Ifno, give details:

8. Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

9.1 Does the reporting entity have business subject to premium rate guarantees?
9.2 Ifyes, direct premium earned:

9.21 Business with rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months

10.1 Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts?
10.2 Ifyes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds

27

Yes[X]

Yes[ ]

Yes[X]
Yes[ ]
Yes[ ]

Yes[X]

No[ ]

......... 18,468

No[X]

No[ ]
No[ ]
No [X]

No[ ]

14,690
16,484

No[X]

44,351,108
40,211,003
11,583,461
11,832,246
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11.1

11.2
113
114
115
116

12.

13.1
13.2
13.3

13.4 If yes, please provide the balance of the funds administered as of the reporting date.

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Is the reporting entity organized as:

11.12 A Medical Group/Staff Model,

11.13 An Individual Practice Association (IPA), or

11.14 A Mixed Model (combination of above)?

Is the reporting entity subject to Minimum Net Worth Requirements?

If yes, show the name of the state requiring such net worth. Michigan

If yes, show the amount required.
Is this amount included as part of a contingency reserve in stockholder's equity?

If the amount is calculated, show the calculation:
4% of subscription revenue: $2,235,538,837 x 4% = $89,421,553

List service areas in which reporting entity is licensed to operate:
1
Name of Service Area

ALCONA
ALLEGAN
ALPENA
ANTRIM
ARENAC
BARRY

BAY

BENZIE
BERRIEN
CALHOUN
CASS
CHARLEVOIX
CHEBOYGAN
CLARE
CLINTON
CRAWFORD
EATON
EMMET
GENESEE
GLADWIN
GRAND TRAVERSE
GRATIOT
HILLSDALE
HURON
INGHAM
IONIA

10SCO
ISABELLA
JACKSON
KALAMAZOO
KALKASKA
KENT
LAPEER
LEELANAU
LIVINGSTON
MACKINAC
MACOMB
MANISTEE
MIDLAND
MECOSTA
MONROE
MONTCALM
MONTMORENCY
MUSKEGON
NEWAYGO
OAKLAND
OCEANA
OGEMAW
OSCODA
OTSEGO
OTTAWA
PRESQUE ISLE
ROSCOMMON
SAGINAW
SHIAWASSEE
ST. CLAR
ST. JOSEPH
TUSCOLA
VAN BUREN
WASHTENAW
WAYNE
WEXFORD

Do you act as a custodian for health savings account?
If yes, please provide the amount of custodial funds held as of the reporting date.
Do you act as an administrator for health savings accounts?

271

Yes|[ ] No [X]
Yes[ ] No[X]
Yes[X] No[ ]
Yes[X] No[ ]
T 89,421,553
Yes[ ] No[X]
Yes[ ] No[X]
""" Yes[ ] No[X]
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FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2009 2008 2007 2006 2005

Balance Sheet Items (Pages 2 and 3)

1. Total admitted assets (Page 2, Ling 26)..........ccocurruvrermmmrnerennerineniiins | ovevveenns 884,963,435 | ........... 841,062,623 |............ 785,302,394 | ............ 675,400,498 | ............ 697,705,479
2. Total liabilities (Page 3, LiNe 22)..........oovuuvevemmermerermerireresnerirssesneninens | covneeeenns 468,352,202 | ............ 504,322,800 |........... 541,192,674 |............ 480,664,858 | ............ 384,682,565

3. StALULOrY SUTPIUS.....couverevirnrerirccierieceices st | corsessenenns 89,421,553 |....cccovenns 86,006,399 |......ccoc... 86,506,608 |.............. 81,581,202 |....cccoeenns 57,673,083
4. Total capital and surplus (Page 3, Lin€ 31)......ccvuvvemevrecencrmneerinerennenns | covnerennee 416,611,233 | ......c..... 336,739,823 | ............ 244,109,720 |............ 194,735,640 |............ 313,022,914
Income Statement Items (Page 4)

5. Total reVenuEs (LINE 8).......cceeuevemeeererirrerieriseesiseeessenesessssensseessesenns | seeesees 2,208,872,196 |......... 2,141,451,384 |........ 2,151,856,958 |........ 2,034,388,600 |........ 1,439,429,414

6. Total medical and hospital expenses (LiNe 18)........c.covevererumeeernermneeeens | vevvrens 1,941,215,059 |......... 1,847,780,998 | ......... 1,860,555,662 | ......... 1,752,212,012 | ......... 1,154,101,893

7. Claims adjustment expenses (LN 20)..........ccovueriemiermiemremeemienneerneinne | cevesseennens 78,639,623 |.............. 76,492,030 |....ccoouuee. 88,186,400 |.............. 78,326,005

8. Total administrative expenses (LiNE 21)........ccoeureneureenneneeneneiieennenns | ceveeenens 154,592,002 |............ 164,185,796 | ............ 186,850,646 | ............ 196,840,660

9. Net underwriting gain (10SS) (LINE 24)........cccovurvmrenrerrenenrinsireereiesenninees | seereeseesnees 34,425512 | .ovvrnnenn 52,992,560 |.....ccco..... 16,264,250 |.....ccceonee.. 7,009,923

10.  Netinvestment gain (10SS) (LINE 27)........cveereerrenmirneeneineereeseineeneeseinens | seereeseesnees 36,906,011 |...covueae 32,782,116 | .cccveernene 33,670,167 |..cccoennene 74,212,796

11. Total other income (Lines 28 pluS 29)..........ccvueveerecrircrincrincrinerirerinenins ...(8,736,640) ..6,974 (149,005)

12. Netincome or (10SS) (LINE 32)......ccurermreemeereerreeseesnseesseesssessssessssnens | soveeseeennns 62,769,309 |....ccconenns 85,590,267 | ....cccounns 49,846,840 |.............. 81,042,173
Cash Flow (Page 6)

13. Net cash from operations (LINE 11).......cc.vrverrreemreenreenmeernerereseenseesneens | seeesseeeenns (51,394,350) | ...vvonnvnn. 38,366,196 | ....cooconn. 99,078,240 |.............. 94,496,060 |.............. 66,542,404
Risk-Based Capital Analysis

14, Total adjusted CapItal...........cc.uereerrrerrieriereree s eesisensnesens | ceveeseeeens 416,611,233 | ............ 336,739,823 | ............ 244,109,720 |............ 194,735,640 |............ 313,022,914
15.  Authorized control level risk-based capital............cccocvvreerenenreineiniies | covrrininnns 73,389,221 | .o 68,061,313 | ...coeenend 64,828,930 |...ccoevnend 60,723,694 |.............. 41,176,565
Enroliment (Exhibit 1)

16. Total members at end of period (Column 5, LN 7).........ccveueerneniunens | veverrniinerneinns 525,226 | ...cocovvrvienenn. 554,666 | ......ccooerrene 626,403 |....cccovvvirnne 646,699 |.....cocovrrnn. 452,163
17. Total member months (ColUMN 6, LINE 7).....c.ccveeivrenereineereirereeineineens | sevreeeeenens 6,367,506 | ....cccoouenne. 6,700,008 |....ccccooenne. 7,564,671 | .covivnne. 7,625,979 | .o 5,398,464
Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100 .0

18. Premiums earned plus risk revenue (Line 2 plus Lines 3 and 5)........c.... | coeereereereereeencen. 100.0 | oo 100.0 | oo 100.0 | oo 100.0 | oo 100.0
19. Total hospital and medical plus other non-health (Line 18 plus Line 19). | ...ccccovvereerrirrinn £ 86.2 | oo 86.4 | oo 86.0 | oo 80.1
20. Cost CONtAINMENT EXPENSES. .......cvvurreerrerreirieirisriesssesssessiesseesssesseesseesses | cessessessessessesene 23 | s 24 | e 2.8 | s Y2 (N I 3.6
21, Other claims adjustment EXPENSES...........c.vwurvrierierierieriesienienienes | cereessesiesseneenens 1.3 | o 1.2 | e 1.3 | e 1.2 | e 1.3
22. Total underwriting deductions (LiNe 23)........c.cocvuevrrerrirerirerinerrenrininees | v 98.2 | s 974 | s 99.2 | oo 99.5 | s 95.6
23. Total underwriting gain (10SS) (LINE 24).........ovvurvrreenreenreinreinreneensenees | vt 1.6 | oo 2.5 | s 0.8 | e 0.3 | s 4.3
Unpaid Claims Analysis (U&I Exhibit, Part 2B)

24. Total claims incurred for prior years (Line 13 Col. 5)......cccvvvrnvereerrernens | crrererennes 311,380,433 |............ 317,322,851 |...cconee. 279,729,416 |............ 255,602,392 |............ 206,932,230
25. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)] | . 321,276,414 | ........... 342,496,829 | ........... 309,836,682 | ............ 284,284,770 | ............ 250,114,424

Investments in Parent, Subsidiaries and Affiliates

26.
27.
28.
29.

30.
31.
32.

Affiliated bonds (Sch. D Summary, Line 12, Col. 1).....cccocrevrnrercrrerennen.

Affiliated preferred stocks (Sch D. Summary, Line 18, Col. 1)........c.......

Affiliated common stocks (Sch D. Summary, Line 24, Col. 1)

Affiliated short-term investments (subtotal included in Sch. DA,

Verification, Column 5, Line 10)...........cc.....
Affiliated mortgage loans on real estate......
All other affiliated...........cooovrrrinrinriirin.
Total of above Lines 26 t0 31......cccccvvvennee.

.............. 81,070,778
.............. 89,884,280

.............. 72,830,243
.............. 80,297,292

.............. 70,835,625
.............. 77,690,190

.............. 67,828,768
.............. 68,118,062

.............. 56,008,811
.............. 56,008,811

NOTE: If a party to a merger, have the two most recent years of this exhibit been restated due to a merger in compliance with the disclosure
requirements of SSAP No. 3, Accounting Changes and Correction of Errors?
If no, please explain:

Yes[ ] No[ ]

28
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SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

State, Etc.

Direct Business Only

Active
Status

2

Accident
& Health
Premiums

3 4

Medicaid
Title XIX

Medicare
Title XVIII

5 6
Federal Employees| Life & Annuity
Health Premiums and
Benefits Program Other
Premiums Considerations

7

Property/
Casualty
Premiums

8

Total
Columns
2 Through 7

9

Deposit-
Type
Contracts

e Nk

Arizona....
Arkansas.
California.
Colorado......
Connecticut.
Delaware.............

District of Columbia.
Florida......
Georgia
Hawaii..
|daho....
lllinois..
Indiana.

Kansas....
Kentucky.
Louisiana.

Massachusetts.
Michigan......
Minnesota....
Mississippi...
Missouri...
Montana...
Nebraska.

New Hampshire...
New Jersey..
New Mexico.
New York.....

North Carolina.
North Dakota...

Pennsylvania...
Rhode Island...
South Carolina.
South Dakota...
Tennessee..

Vermont..
Virginia....
Washington.
West Virginia...
Wisconsin....
Wyoming.........

American Samoa.

Puerto RiCo........ccocvnivinirinirinen.
U.S. Virgin Islands...........ccccouuence.
Northern Mariana Islands
Canada........cccoevuereerverieninnnns
Aggregate Other alien.................
Subtotal.....oveeeeeeeee s
Reporting entity contributions for
Employee Benefit Plans...................
Total (Direct Business)....................

1,801,288,639

....... 5,063,077
1,806,351,716

.354,114,56

.354,114,566

o

...2,230,475,760

...2,230,475,760

.......... 5,063,077
...2,235,538,837

DETAILS OF WRITE-

5898. Summary of remaining write-ins for line 58.........
5899. ‘otal (Lines 5801 thru 5803 + 5898) (Line 58 abovg

0

Explanation of basis of allocation by states, premiums by state, etc.

By Situs of contract

(@) Insert the number of L responses except for Canada and Other Alien.
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Statement as of December 31, 2009 of the Blue Care Network of Michigan

of Michigan

Blue Cross
Blue Shield

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

PART 1 — ORGANIZATIONAL CHART

SUBSIDIARY & AFFILIATE ORGANIZATION

SCHEDULE Y — INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

CHART

BLUE CROSS BLUE SHIELD
OF MICHIGAN
EIN 38-2069753
NAIC 54291, Group 572

Accident Fund Holdings,

LifeSecure Holdings

C Blue Care Network Blue Care of Michigan,
Inc. Corporation of Michigan Inc.
EIN 27-0521030 EIN 20-1420821 EIN 38-2359234 EIN 38-2536979
Group 572

NAIC 95610, Group 572

NAIC 52037, Group 572

Accident Fund Insurance
Company of America
EIN 38-3207001

LifeSecure Insurance

NAIC 10166 Company . Blue Cross and
w Group 572 EIN 75-0956156 BCN Service Blue Shield of
o United Wisconsin NAIC 77720, Group 572 — Company

Insurance Company

Michigan Foundation
EIN 38-2338506

EIN 38-3134881
d/b/a United Heartland
EIN 39-0941450
NAIC 29157,

Group 572 WI

BlueCaid of Michigan
— EIN 32-0026448
NAIC 11557, Group 572

Accident Fund General
Insurance Company
EIN 20-3058200
NAIC 12304, Group 572

Accident Fund National
Insurance Company
EIN 20-3058291
NAIC 12305, Group 572

Third Coast Insurance CWI Holdings 2006

Company Statutory Trust |
EIN 36-4072992 EIN 32-6057193
NAIC 10713, NAIC 12177,
Group 572 IL Group 572 DE

Blue Care Network*

Blue Care Network*
Howard Street Insurance|

€ Medical Malpractice Stop-Loss and Casualty
CWI Holdings, Inc. EINS762r\ggle§795 Self-Insurance Trust Self-Insurance Trust
EIN 52-2414206 - N ¥
NAIC 12177, NAIC 12177, EIN 38-6561861 EIN 38-6561862

Group 572 DE Group 572 CA

* Blue Care Network of Michigan participates in these Trusts for self-insurance purposes.
[CompWest Insurance Co

EIN 20-1117107
NAIC 12177,
Group 572 CA

All entities that do not reflect a particular state abbreviation are domiciled in Michigan.
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